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ECONOMIC PJULICY, ORGANIZATION AND MANAGEMENT 


ECONOMISTS MEET TO DISCUSS 1980 PERFORMANCE, NEW TARGETS 


Moscow IZVESTIYA AKADEMII NAUK SSSR--SERIYA EKONOMICHESKAYA in Russian No 4, 
Jul-Aug 81 pp 151-160 


[Article by A. I, Semenov and L. A. Anosova: "The General Meeting of the Economics 
Department of the USSR Academy of Sciences. Concise Results of the Work for 1980 
and the Tasks of Economic Science in Light of the Decisions of the 26th CPSU Con- 
gress 


[Text] The annual general meeting of the Economics Department of the USSR Academy 
of Sciences was held on 16 March of thie year. WN. P. Fedorenko, academician sec- 
retary of the Economics Department of the USSR Academy of Sciences, gave the ac~- 
countability report on the results of the development of Soviet economic science 
during 1980 and on the tasks for the next period. He emphasized the enormous inter- 
national importance of the 26th CPSU Congress, which demonstrated to the entire 
world the stable, successive nature of CPSU policy--both foreign and domestic. 
Further, N. P. Fedorenko briefly characterized the results of the activity of the 
scientific institutions of the Economics Department of the USSR Academy of Sciences 
during the 10th Five-Year Plan and 1980. 


He noted that while preparing for the 26th CPSU Congress the collectives of scien- 
tists of the economics subdivisions presented materials on the urgent problems of 
the development of Soviet and foreign economics. An analysis of the peculiarities 
of the present stage of mature socialism, the concept of the long-term socio- 
economic development of the USSR, the ways of improving the economic mechanism and 
the guidance of the more efficient use of the investment complex and manpower and 
natural resources is given in these materials. Materials on the problems of scien- 
tific and technical progress and on organizational questions of machine building, 
the formation of the agro-industrial complex, the increase of the well-being of the 
people and the development of the socialist way of life were also prepared. Inter- 
national economics experts presented studies on the substantiation of the foreign 
economic policy of the Soviet state. 


The studies of the scientists involved in the compilation of the draft of the Com- 
prehensive Program of Scientific and Technical Progress and Its Socio-Economic Con- 
sequences for the Future up to 2000 were rated highly by the Presidium «f the USSR 
Academy of Sciences, USSR Gosplan and the State Committee for Science and Technol- 


ogy. 














N. P. Pedorenko also noted the great amount of work of economics scholars on the 
preparation of decisions on the improvement of planning and the strengthening of 
the influence of the economic mechaniam on increasing production efficiency and 
work quality, 


During the period under review research was conducted on six comprehensive programe 
of basic research: "The Economic Problema of Mature Socialiem and the Lawes of Ite 
Development Into Communiem" (Ye. 1, Kapustin, director); "The Elaboration of the 
Theory and Methods of Planning of the Socialist Economy" (N. P. Fedorenko, direc- 
tor); “The Program of Research on Problems of Demography" (V. T. Ryabushkin, direc- 
tor); “Regional Economics and the Distribution of the Productive Forces of the 
USSR" (N. N. Nekrasov, director); "The Lawes of Development of the World Socialist 
Economy, the Problems of Socialist Integration and the Development of Long-Term Eco- 
nomic Relations of the USSR With Socialist Countries" (0. T. Bogomolov, director); 
"The Laws and Trends of the Development of the Economy of Capitalist and Developing 
Countries and the World Capitalist Economy; Problems of the Foreign Economic Rela- 
tions of the Soviet Union With These Countries" (N. N. Inozemtsev, director). 


N. P. Fedorenko reported to the meeting that the materials on the general concept 
and methodological plan of the food program and “The Suggestions of the USSR Acad- 
emy of Sciences for the Food Program of the Country for 1981-1985 and the Period to 
1990" had already been discussed at the expanded meeting of the Bureau of the Eco- 
nomics Departmen’ of the USSR Academy of Sciences. 


N. P. Fedorenko emphasized that the further intensification of the theoretical- 
methodological, political economic research on the problems of the economics of 
mature socialism is the basis, the most important condition of the effective devel- 
opment of all economic science and the enhancement of its role in the solution of 
fundamental national economic problems. 


Scientists of the Institute of Economics of the USSR Academy of Sciences prepared 
for the extensive discussion by the scientific community the fundamental work "Eko- 
nomicheskiy stroy sotsializma" /The Economic System of Socialism/ (in three vol- 
umes), in which a wide range of problems of the economics of mature socialism is 
examined in three global directions: the creation of the material and technical 
base of communism, the development of socialist production relations into communist 
production relations; the problems of socialist reproduction; the theoretical and 
methodological problems of the use of the economic laws of socialism in the economic 
practice of mature socialist society. 


In the area of the elaboration of theoretical and methodological problems of the 
improvement of the system of the planning and management of the socialist economy 
and of the entire economic mechanism he named the following most significant re- 
sults. 


Scientists of the Central Institute of Economic Mathematics jointly with other or- 
ganizations of the USSR Academy of Sciences, ministries and departments prepared 
"The Methods Instructions on the Procedure of Drafting and Elaborating the Compre- 
hensive Program of Scientific and Technical Progress of the USSR for 20 Years," 
"The Method of Elaborating the Forecast of the Socio-Economic Consequences of the 
Adverse Influence of Economic Activity on the Environment" and a number of mate- 
rials in accordance with “The Multistage System of the Optimization of Long-Range 











Plane of National Economic Development" and elaborated "The Comprehensive Forecast 
of USSR National Economic Development for 1990-2000," 


The main directions of the further improvement of the planning of the development 
of large cities were prepared by scientiate of the Inatitute of Socio-Economic Prob- 
lems of the USSR Academy of Sciences, 


Economics scholars of the Siberian Department of the USSR Academy of Sciences speci- 
fied the main directions of the economic and social development of Siberia and 
elaborated suggestions on the solution of regional programs and the priority tasks 
of the development of the economy of the regione of Siberia, including a system of 
measures of the comprehensive goal program of the economic development of the zone 
of the Baykal-Amur Railway Line (the Inetitute of Economics and the Organization of 
Industrial Production of the Siberian Department of the USSR Academy of Sciences). 


Much work on the compilation of an aggregate intersectorial balance of the Far East 
with the experimental breakdown of the flows of regional and imported products was 
done at the Institute of Economic Research of the Far Eastern Scientific Center of 
the USSR Academy of Sciences. 


At the Ural Scientific Center of the USSR Academy of Sciences a plan of the build- 
ing of a system of models of the forecasting and long-range planning of the socio- 
economic development of the region with a high concentration of heavy industry was 
elaborated. 


The economics scholars of the Kola and Karelian Affiliates of the USSR Academy of 
Sciences elaborated the economic principles of the development of the productive 
forces of the European North for the long-range future. 


The series of studies "The Elaboration of the Scientific and Methodological Prin- 
ciples and the Practical Use of the Methods of the Optimization of the Development 
and Distribution of the Sectors of Production With the Use of Mathematical Economics 
Models," the results of which are being used more and more extensively in the na- 
tional economy, has been completed (the Central Institute of Economic Mathematics 
of the USSR Academy of Sciences, the Institute of Economics and the Organization of 
Industrial Production of the Siberian Department of the USSR Academy of Sciences 
and others). 


N. P. Fedorenko also noted the large contribution of the scientists of the eco- 
nomics institutes of the union republics to the cevelopment of regional economics 
during the past 5 years. 


The academician secretary emphasized that comprehensive studies of the political, 
economic and ideological problems of world socialism and international relations 

in conjunction with the fraternal countries are an important condition of che elab- 
oration of the socio-economic policy of the CPSU. In this connection he concen- 
trated attention on the results of the work of the international institutes of the 
department. Thus, the basic research of the Institute of Economics of the World 
Socialist System of the USSR Academy of Sciences during the past 5 years was aimed 
at the identification of the qualitatively new features, which govern the de- 
velopment of world socialism and its influence on the world revolutionary process. 
An analysis of the development and improvement of the main aspects of social life, 











as well as of the changes in the economic mechaniems of the European socialist 
countries, the fulfillment of the comprehensive program of socialist economic inte- 
gration after 9 years and the prospects of che development of the economic coopera- 
tion of the CEMA countries for the next 20 years was given in a number of scien- 
tific reporte, 


important results were obtained in the study of the problems of the Far East and in 
the comprehensive elaboration of the domestic and foreign problems of modern-day 
China in conformity with the task of the uncompromising struggle against the theory 
and practice of Maoiem, 


The scientific institutions of the department continued the research on the prob- 
lems of the development of the world economy and international relations, the world 
revolutionary process. A number of materials were prepared on the theoretical 
generalization and analysis of new phenomena and processes in international econom- 
ic and political relations, in the world economy, the economy and politics of the 
United States and other capitalist countries, the developing countries of Asia, 
Africa and Latin America, in the international communist, working class and nation- 
al movement, in the ideological struggle and cooperation of the two systems, in 

the alignment of economic and political forces and the aggravation of the contra- 
dictions of the capitalist system, in detente and the development of the peaceful 
coexisience and economic cooperation of states with different social systems. 
Practical recommendations aimed at the strengthening of the position of the USSR 

on the world arena and the increase of the efficiency of the national economy of the 
country were prepared. 


Further, the academician secretary dwelled on the tasks set for economic se »nee by 
the 26th CPSU Congress and emphasized that in scientific research it is necessary 
to take into account the theoretical methodological and practical economic aspects 
of these tasks. 





N. P. Fedorenko singled out and examined the following four conditions of the in- 
crease of the effectiveness of economic science and its influence on economic life, 
on the increase of the efficiency of social production, which are dictated by the 
present economic situation in the country and directly stem from the materials of 
the 26th CPSU Congress--the particular importance of the long-range problems of 
economic and social development; the increase of attention to the diverse problems 
of the improvement of distributive relations in society; the turn of research toward 
the qualitative aspect of economics, the development of the resource-saving aspects 
of economic research, the comprehensive changeover is especially important; the 
study and extensive use of the advanced experience of improving the economic mecha- 
nism, which has been gained both in our country and abroad. 


M. P. Fedorenko especially emphasized that, in developing theory, it is necessary 
to constantly compare it with practice. This is one of the main conditions of ef- 
fective scientific work. It is important especially as in the foreseeable future 
Soviet economics scholars have to continue the large-scale research on the substan- 
tiation of the prospects of the development of the economy, the solution of a num- 
ber of most important national economic problems of a long-range nature and the 
elaboration of comprehensive programs. 


The academician secretary concentrated attention on the most important directions 
of the research work of economics scholars--the substantiation of long-range social 








problems, the means of completing the changeover of the economy to the intensive 
path of development, the long-term directions of the improvement of the planning, 
management and organization of the national economy. Each of these directions of 
research requires the further strengthening of the ties of science and practice, 
the expansion of the contacts of scientists and specialists and their active par- 
ticipation in economic experiments in individual sectors, regions and associations. 


It is necessary to devote particu.ar attention to the questions of improving the 
distributive relations in society. ihe extension of the theoretical analysis of the 
law of distribution according to labor under socialism, of the system of values of 
socialist society and of the general problem of the optim!zation of socio-economic 
development is proposed. 


In addition to the elaboration of the theoretical problems of distributive relations 
it is important to study more actively the entire couplex of practical problems 
which are connected with increasing the influence of distributive relations on the 
efficiency of social production and to begin the theoretical and practical elabora- 
tion of the question cf strengthening the sense of social satisfaction of the work- 
ers--an important conditioa of the social stability of society and the tightening 

up of socialist labor discipline. 


A sharper turn of research toward the qualitative aspects of the economy has to be 
made; as L. I. Brezhnev said at the 26th CPSU Congress, the economy should be 
economical. | 


The highest goal of the economic strategy of the party is the steady increase of 
the material ana cultural standard of living of the people and the creation of the 
best conditions for the comprehensive development of the individual. And the fur- 
ther increase of the efficiency of all social production is the means of achieving 
this goal. Precisely a resolute turn toward the qualitative aspect of the matter 
reflects the new objective factors and conditions of the growth of the national 
economy: the end results should be greater than the labor and mater.al expendi- 
tures. 


In this connection economics scholars should devote special attention to the elabora- 
tion of the theoretical principles, criteria and a system of indicators of the 
socio-economic efficiency of social production and of the problems of the change- 
over of the economy to the path of intensive development; of recommendations on the 
increase of the efficiency of the use of the production potential and resources; of 
the most effective means of overcoming the factors which are complicating the eco- 
nomic development of the country during the 1980's (the decrease of the growth of 
manpower resources, the increase of expenditures in connection with the development 
of territories of the East and North, the increase of the expenditures on environ- 
mental protection, the need for the renovation of a number of old enterprises, the 
development of the infrastructure and others); of means of increasing of the effi- 
ciency of the use of the scientific and techn‘cal potential of the country. 


Many of the unsolved problems are connected with the resource-saving aspects of eco- 
nomic, scientific and technical development. The comprehensive approach is espe- 
cially important here. In particular, proposals on the effective use of manpower 
resources and recommendations on the implementation of an effective demographic 
policy should be elaborated and thoroughly substantiated; in the area of pricing a 

a conception of the price, which would take into account both the management of 














renewable resources and the coordination of social needs, should be elaborated and 
thoroughly substant tated, 


Moreover, as N. P. Fedorenko indicated, the urgent need has arisen for the elabora- 
tion of a uniform methodological and procedural basis for the evaluation of the ef- 
fectiveness of capital investments, new technology and organizations, economic and 
other management decisions. Enormous reserves for saving all kinds of resources, 
the losses of which are still great, exist in the country. The strict economic 
evaluation and comparison of measures with respect to the level of effectiveness of 
expenditures on the saving and mobilization of the real resources are necessary in 
order to establish the order of priority of measures and to ensure the maximum im- 
pact of the assets being allocated, There are two main directions here: first, 
the improvement of planning and its standard base; second, the improvement of the 
mechanism of the stimulation of production, including the establishment of the re- 
quirement of payment for all types of resources and full cost accounting liability 
for their consumption, 


N. P. Fedorenko noted that the improvement of the economic mechanism is of particu- 
lar importance for the increase of the efficiency of social production. This is 
not simply one of the many factors of its increase, but the most important means 
(or method), only by means of which all the other factors: the acceleration of sci- 
entific and technical progress, the intensification of the specialization of pro- 
duction, the development of the creative initiative of the masses and others, can 
be successfully used. 


The study of the advanced know-how of improving the economic mechanism both in our 
country and abroad is of great practical interest. N. P. Fedorenko made the appeal 
to perform this work within the framework of the implementation of the adopted de- 
cisions on the improvement of the planning, management and economic stimulation of 
the growth of production efficiency. Efforts should be aimed at the development of 
a system of plan indicators which aim at the maximization of the end national eco- 
nomic impact. As the speaker emphasized, here it is necessary to generalize the 
experience of implementing the measures, whica were elaborated by the CPSU Central 
Committee and the Soviet Government, on the improvement of the economic mechanism 
and the strengthening of its influence on the increase of efficiency and work qual- 
ity and to elaborate recommendations on the strengthening of the orientation of the 
entire economic mechanism toward the end national economic results. Difficult work 
lies ahead on the completion of the elaboration of a set of methods of long-term 
and intermediate-term forecasting; the formulation of the concept of the physical 
and monetary-financial flows in the national economy; the elaboration of the socio- 
economic sections of the comprehensive program of scientific and technical progress, 
a set of mathematical economics models of the long-range and current development of 
the national economy, the methodology of substantiating the comprehensive goal 
programs, their coordination with the state plans of economic and social develop- 
ment, the methods of formulatins and implementing programs on the solution of socio- 
economic, scientific and technical problems, and the preparation of scientific mate- 
rials for the most important state comprehensive goal programs. 


The theoretical problems of the strengthening of the interrelationship of various 
levels of the economic mechanism, the elabor ition of recommendations on the improve- 
ment of cost accounting, the financial and credit system, the fee for the use of 
production resources and the distribution of productive forces require further 
elaboracion. 




















Much work ]'es ahead on the elaboration of methods of the optimizacion cf the de- 
velopment and distribution of production and the productive forces of the country, 
as well as on the study of the problems of the economy of regions, the determina- 
tion of the methods of forecasting and planning their development and the study of 
the problems of the socio-economic aspects of the rationalization of the system of 
settlement of the population, the planning and management of the development of 
large cities as the cc i\ters of regional national economic complexes, 


Economics scholars also need to concentrate attention on the study of such most im- 
portant problems as the improvement of the organizational structure of the manage- 
ment of the national economic complex, the organization of a system of management 
of groups of similar sectors and large territorial production complexes, the in- 
provement cf sectorial planning and production management, the agro-industrial com- 
plex and the improvement of the economic conditions of the operation of kolkhozes 
and sovkhozes, 


Great importance is being attached to the study of the mechanism of the formation 
and study of reserves, the management of production stocks at the national economic 
complex and the elaboration of suggestions on the economic aspects of the use of 
nature and environmental protection. 


The experience of introducing progressive forms and methods of the organization of 
labor and wages, first of all the brigade forms should be generalized, It is nec- 
cessary to direct the research in the area of tne stimulation of the initiative of 
encerprises and associations toward the search for means of the best meeting of so- 
cial needs on the basis of the tightening up of planning and contractual discipline. 
It is also important to strengthen the technical information base, so that it would 
ensure the completeness, timeliness and accessibility of the economic information 
which is necessary for making etiective management decisions. 


N. P. Fedorenko noted that in these areas much of value and interest has already 
been gained in the fraternal socialist countries. At the 26th CPSU Congress L. I, 
Brezhnev spoke about the need to study their experience. N. P. Fedorenko emphasized 
the need for the special critical analysis of the question of the system of study 
of the concrete experience of economic work in the socialist countries for the pre- 
paration of recommendations on the possible use of this experience in Soviet eco- 
nomic practice. The peculiarities of the effect of economic laws in the world so- 
cialist economic system also have to be carefully analyzed, urgent problems of the 
socio-economic and political development of the socialist countries have to be 
studied, the interaction of the economics, politics and ideology of the socialist 
countries at the present stage of the social problems, the means of improving the 
international mechanism of socialist economic integration, planning and commodity- 
money relations have to be studied, and recommendations on the development of so- 
cialist economic integration under the present conditions of reproduction, includ- 
ing the international concentration of socialist production, the elaboration of co- 
ordinated means of scientific and technical development and the improvement of co- 
operation at the level of enterprises and associations and the cooperation and in- 
tegration of the countries with different levels of industrial development, have to 
be prepared. 


The study of the role of the socialist system in the world economy and of the rela- 
tionship of the socialist countries with industrially developed capitalist and de- 
veloping countries continues to be at the center of attention. 











Major and extremely important research has to be conducted on the intensification 
of the study of the economics, politics and ideology of capitalist and develop- 
ing countries and of the development of international relations and integration 
processes and on the criticism of bourgeois, reformist and revisionist views on the 
development of modern socialist and bourgeois society. 


The 26th CPSU Congress indicated the means of the further development of relations 
with liberated countries, the steadfast implementation of the Leninist policy of 
peaceful coexistence with the capitalist states and the resolute resistance of the 
aggressive intrigues of imperialism. Therefore, as N. P. Fedorenko noted in his 
speech, the task of researchers is to promote at every stage the making of a scien- 
tifically sound foreign policy of the Soviet state, to foresee possible changes in 
policy and the prospects of tne development of the main countries and groups of 
countries and to give an objective assessment of material, manpower and financial 
resources. 


The problems of the class strugg’e and the present stage of the revolutionary 
process in the developed captta.ist states and the developing countries and ques- 
tions of the development of the international cormunist and working class movement 
and of its relations and solidarity with other currents of the revolutionary proc- 
ess in the future will also remain at the center of attention of scientists. 


In this connection in the future atte ‘ics 98 to be focused on the comprehensive 
study of the economic and sociopolit: 1 problems of the liberated countries of Asia, 
Africa and Latin America, their incre: "¢ role in world economics and politics, the 
laws and prerequisites of their developwent, including along the path of a social- 
ist orientation; the study of the economic and political aspects of the alliance of 
socialism and the national liberation movement, the reorganization of international 
economic relations on a just, equal basis; the study of questions of the economics 
and politics of the developing cou.tries, especially the states of a socialist ori- 
entation, and the preparaiion of recommendations on tle expansion of the mutually 
advantageous cooperation of the Soviet Union with these countries. 


Another important direction of scientific work is the study of new phenomena in the 
world of capitalism, its contradictions and trends of development under the condi- 
tions of the struggle of the two systems, the peculiarities of the intensification 
of the general crisis of capitalism at the present stage and of the problems con- 
nected with the scientific and technical revolution and the structural changes in 
the capitalist economy, the analysis of the socio-economic consequences of the in- 
crease of the role of the military-industrial complex in the domestic and foreign 
policy of the imperialist states; the study of the influence of multinationai cor- 
porations on the aggravation of the contradictions in the economics and politics 
of the imperialist countries; the study of the new forms of state monopoly regula- 
tion and the peculiarities of the monopolization of the economy; the study of the 
peculiarities of the reproduction of capital at the present stage and the global 
problems of mankind--the prevention of thermonuclear war, the energy, raw mate- 
rial, food, demographic and economic problems, the development of space and the 
ocean and other problems. 


In conclusion N. P. Fedorenko emphasized that the tasks, which were set by the 
26th party congress for economics scholars for the coming 5-year period and the 
long-range future, are diverse and complicated. Their accomplishment will require 
dedicated inspired labor, a high level of organization and the total exertion of 
efforts. 








Vice President of the Ukrainian Academy of Science I, 1, Lukinov opened the die- 
cussion of the accountability report of the Economics Department. He expressed hie 
opinion on such important probleme, which were covered in the report of N. P. Fedo- 
—— as the increase of the efficiency of social production and material stimula- 
tion. 


1. 1. Lukinov emphasized that in light of the decisions of the 26th CPSU Congress 

a quite substantial estructural and regional reorientation of the Soviet economy and 
an increase of the efficiency of social production are forthcoming during the 1960's, 
Paramount importance ie being attached to the sectors which ensure the acceleration 
of progress. but such a reorientation requires the drawing up of a conceptual re- 
view of all investment policy in our public sector. 


in thie connection I. 1, Lukinov expressed his complete agreement with the sugges- 
tion on the need for a more active financial, credit and pricing policy, which was 
made in the accountability report. 


Having dwelled briefly on the problem of the development of the agro-industrial com- 
plex, the speaker especially concentrated attention on the extreme importance of 

the assurance of the balanced coordination of the development of the three component 
blocks of the agro-industrial complex (the production of means of production for 
agriculture, agriculture iteelf, the processing industry and the delivery of the 
product to the consumer), since precisely the imbalance of these component links is 
A the most important things which are holding back the solution of the food 
problem, 


A method of determining the price ratios or the ratio of price indices, which would 
make it possible to regulate the dynamics of the ratios of wholesale prices ior in- 
dustrial items, which are received by agriculture, and the purchase prices for the 
products being produced in agriculture, has already been developed at the Institute 
of Economics of the Ukrainian SSR Academy of Sciences. 


Moreover, scientists of the institute have developed a fundamentally new model of 
calculations for reducing resources to a single value measurer, to a single relative 
indicator, which mkes it possible both to form more validly the very resource po- 
tential of enterprises and to ensure the more objective analysis of the use of pro- 
duction resources in labor collectives. This work makes it possible, on the one 
hand, to approach in a new way the determination of the indicator of efficiency and, 
on the other, to ensure the sounder communication of the plans, purchases and 
workloads to the enterprises for the output of products. On the basis of this de- 
velopment the institute has made experimental calculations of the communication of 
the plans of purchases of agricultural produ te up to 1985, which received the ap- 
proval of planning organizations. 





Further, I. I. Lukinov supported the position of N. P. Fedorenko on the extreme 
complexity of the problem of improving the system of material stimulation, which 
directly or indirectly influences the indicators of production efficiency. In this 
connection I. I, Lukinov directed attention to the effect of two opposing trends: 
the intensification of the differentiation in wages and the trends toward the equal- 
ization of the levels of pay according to labor. Critical analyses on the deter- 
mination of the optimum ratio between them are already being made at the Institute 
of Economics of the Ukrainian SSR Academy of Sciences. However, I. I. Lukinov 





emphasized, thie question requires more extensive and more thorough discussion at 
the various levels of the management hierarchy, 


in conclusion I, 1. Lukinov noted the fruitfulness of the activity of the Economics 
Department of the USSR Academy of Sciences on the coordination of economic research 
at economics inetitutes and economics subdivisions at the republic academies, having 
stressed, in particular, that the economics inetitutes of the Ukrainian SSR Academy 
of Sciences are participating in the fulfillment of the unionwide theme in approxi- 
mately 60-70 percent of the total number of themes being planned. 


Academician A. G. Aganbegyan, director of the Institute of Economics and the Organ- 
ization of Industrial Production of the Siberian Department of the USSR Academy of 
Sciences, continued the discussion on the accountability report, He devoted his 
statement to the importance of the study of regional problems, firet of all of the 
eastern regions of the country. Speaking about the increasing role of these re- 
gions, A. G. Aganbegyan etressed that in connection with the absolute decrease of 
the production of fuel in the Buropean part of the country and in the Ukraine by 
approximately 12-20 million tu.t [tone of conventional fuel)a year the question of 
transferring an enormous amount of fuel resources (at present about 700 million tu.t., 
while annually this figure is increasing by 80 million tons) from the east to the 
west has become urgent. Thie is making great demands on the transportation system. 
As A. G. Aganbegyan noted, such a nonuniformity of distribution is aleo observed 
with respect to a number of mineral raw materials, timber and water resources. In 
connection with such a nonuniform distribution of natural resources the economic in- 
tegration of various regions within the unified national economic complex is of 
enormous importance. Moreover, the process of very large shifts in the distribu- 
tion of the productive forces of the country, which are occurcing as a result of the 
implementation of the statewide regional program of the formation of new territorial 
production complexes, is also being observed. Therefore the study of the means of 
the most effective solution of the questions of territocial proportions and the ter- 
ritorial division of labor is a task of enormous state importance, which is facing 
Soviet economics scholars. 


Then the speaker dwelled brie*ly on the most important research work of the insti- 
tute. Thus, in particular, he noted that the scientists of the inetitute had made 
a more detailed retrospective analysis of the development of the productive forces 
of Siberia. For the firet time the role of Siberia in the national economic complex 
of the country was studied in detail, a series of mathematical economics calcula- 
tions was made by means of an optimal interregional model. The scientists of the 
institute devoted the main attention to the elaboration of individual regional 
problems, first of all the final formation of the West Siberian Petroleum and Gas 
Complex, and especially to the questions of the economic development of the region 
of the Baykal-Amur Railway Line, broadened the studies of social problems and made 
a number of suggestions on the improvement of the planning of management with a 
breakdown by regions. During the past five-year plan a detailed report on the | 
prospects of key problems of the development of the productive forces of Siberia 
was prepared for the first time under the direction of and with the most active 
participation of the institute jointly with other institutes. The All-Union Con- 
ference on the Development of the Productive Forces of Siberia was held on the 
basis of this report. 

















In the second part of his speech A, G, Aganbegyan examined briefly the taske facing 
the institute during the next few years. Thus, in 1983 a new report of the Siberian 
Department on the development of the productive forces for the period to 2000 and 
for the l2th Five-Year Plan, in which the results of research on social problems 
will hold an important place, should be prepared. The task of researchers is to 
shift from the study of the laws and factors of social development to the probleme 
of social planning and the management of thie development. Much attention will be 
devoted to the drafting of regional programs, The speaker especially emphasized 
the need to prepare a draft of the program of the development of agriculure of Si- 
beria and the program of the development of the natural resources of the Arctic zone. 
Moreover, the inetitute jointly with the institutes of Kazakhstan and the Central 
Asian republics is performing work on the problems of the development of the pro- 
ductive forces of the middle region in connection with the tranefer of a portion 
of the effluent of Siberian waters to Kazakhstan and Central Asia. 


In the discussion of the report Corresponding Member N. A. Sergeyev (Institute of 
Economics of the Ural Scientific Center of the USSR Academy of Sciences) supported 
entirely the directions of the development of economic science, which were substan- 
tiated by N. P. Fedorenko. 


Concentrating attention on the importance of the Urals for the national economy (a 
significant portion of the gross national product is produced in the Urals), N. A. 
Sergeyev noted the need for the renovation and retooling of old industrial enter- 
prises. 


N. A. Sergeyev also dwelled on the problem of improving the management of the na- 
tional economy, having noted the existence of substantial harm which is caused by 
the isolation and circularity of sectors. This affects especially strongly the use 
of nature. 


N. A. Sergeyev also noted the importance of the study of such a complicated problem 
as the problem of the efficient combination of sectorial and territorial planning, 

the comprehensive approach to planning and the interrelationship of the sectors of 

the national economy and economic regions. 


In conclusion N. A. Sergeyev ra.ed highly the strengthening of the contact of the 
economists of the Urals with the economists of the Central Scientific Research In- 
stitute attached to Gosplan, Siberian institutes, the Council for the Study of Pro- 
ductive Forces and so on. 


Corresponding Member Ye. I. Kapustin (Institute of Economics of the USSR Academy of 
Sciences) devoted his speech to the important and serious tasks which were set for 
political economists by the 26th CPSU Congress. Among the problems, which espe- 
cially affect the economic strategy of the party under the conditions of mature so- 
cialism and are contained in the report of L. I. Brezhnev at the 26th congress, the 
formation of a classless structure of society will take place mainly and for the 
most part within the historical framework of mature socialism. Ye. 1. Kapustin 
noted that this situation requires the corresponding political economic research 
and the discovery of the objective processes of the development of socialist pro- 
duction relations, especially different forms and methods of the further socializa- 
tion of socialist production, the development of the relations of national property 
and the enhancement of its role, the convergence and merging of cooperative 
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property with national property already within the historical framework of mature 
soclaliam, The task of studying the problem of eliminating the differences in the 
social etatue of workers and peasants, of the qualitative changes within different 
social groups, the more precise definition of the means and methods of transforming 
agricultural labor into a version of industrial labor, the gradual elimination of 
the substantial differences between workers of primarily mental and physical labor, 
inhabitants of the city and the countryside and regional social differences has 
also been set for scientiste, 


Ye. lL, Kapuatin noted that the identification and analysis of the nonantagonistic 
contradictions of economic development under socialist as a source of the develop- 
ment of the economy are a key problem. On this basis it is necessary to elaborate 
theoretical conclusions and practical recommendations on the forme and means of the 
planned study and broadening of these contradictions, In this connection Ye. I. 
Kapustin supported the position of N, P, Fedorenko on the need to study the problem 
of the improvement of distribution. One of the main spheres of the manifestation 
of the nonantagonistic contradictions of socialism, as Ye. I. Kapustin emphasized, 
is the sphere of commodity-money relations, which presumes the continuation and 
extension of the studies of the forms and content of these relations in the social- 
ist economy, without which the increase of the effectiveness of their use on the 
basis of the development of the directly social nature of labor and production is 
impossible; the very prospects of their change in the process of building communism 
are insufficiently clear. 


In his speech Ye. 1. Kapustin placed special emphasis on the problem of the increase 
of the efficiency of socialist production and the increase of the productivity of 
national labor, which is now the central problem for economic scholars. The com- 
pletion of the elaboration of a system of criteria and indicators, as well as the 
means of increasing the socio-economic efficiency of social production is acquiring 
particular importance. Ye. I. Kapustin also supported the position of N. P. Fedo- 
renko on the combination of this system with the task of the further increase of 
labor productivity and the economy of all factors of social production. 


Ye. I, Kapustin also noted that the tasks of increasing the efficiency of the econ- 
omy and of changing over more resolutely to the intensive path of its development 
require the political economic elaboration of the concept of the functioning of the 
economic mechanism of mature socialism, its orientation toward the achievement of 
the greatest end national economic results. It is necessary to devote attention to 
such problems as the role of the subjective factor in the management of social pro- 
duction, the correlation of the objective and the subjective in the area of manage- 
ment, the structure of the economic mechanism, the system of methods of the planned 
management of the economy, the achievement of the optimum combination of centralism 
and a democratic basis, the further improvement of the role of the socialist state, 
the determination of the means of increasing the economic independence of associa- 
tions and enterprises, the increase of the effectiveness of material and moral 
stimuli for labor and the problems of labor. 


In light of the decisions of the 26th CPSU Congress the active participation of 
scientists in the elaboration of the problem of the agro-industrial complex and the 
food program is acquiring particular importance. 
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The discussion on the report concluded with the speech of Doctor of Economic Sci- 
ences 0, V. Koglova (Inetitute of Management), who dwelled on one of the important 
problema raised by the 26th congress for economiste--the problem of the improvement 
of management at the level of associations and enterprisee and the increase of the 
independence of associations and enterprises. In this connection 0, V. Kozlova 
told about the enormous amount of scientific work which is being performed at 
higher educational institutions, at which nearly half of the scientific potential 
of the country is concentrated, For example, the Kuybyshev Planning Institute had 
made a forecast of the development of the productive forces of the region of the 
Upper Volga to 2000; at the Moscow Institute of Management an intersectorial balance 
of the national economy of Moscow was drawn up jointly with the Central Statistical 
Administration and the Central Institute of Economic Mathematics; the Voronezh 
Polytechnical Institute elaborated the theme "The Organization and Assimilation of 
New Machines and Processes of Technical Preparation in the Production of Machines"; 
at the Krasnodar Polytechnical Institute they developed a system which makes it 
possible to control not only product quality, but aleo other components of the 
impact. 


In this connection 0, V. Kozlova emphasized that higher educational institutions are 
in great need of closer contacts with the institutes of the Academy of Sciences, 

the broadening of which would make it possible to solve complicated problems com- 
prehensively. But for this, in the opinion of 0. V. Kozlova, it is necessary to 
revive within the USSR Academy of Sciences the Scientific Council for Questions of 
Economics and the Organization of Enterprises. 


The draft of “The Main Directions of the Development of Economic Science in Light 
of the Decisions of the 26th CPSU Congress" was approved at the general meeting of 
the Economics Department of the USSR Academy of Sciences, 


Then 0. T. Bogomolov (Institute of Econoracs of the World Socialist System) gave 
the interesting report "The Problems of Socialist Economic Integration." 


COPYRIGHT: Izdatel'stvo "Nauka", "Izvestiya AN SSSR, seriya ekonomicheskaya," 1981 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


ABALKIN EMPHASIZES NEED FOR MANAGEMENT REORGANIZATION 
Moscow EKONOMIKA I MATEMATICHESKIYE METODY in Russian No 4, Jul-Aug 81 pp 629-638 


/Article by L. I, Abalkin (Moscow): “Urgent Problems of the Improvement of the 
Economic Mechanism"/ 


[Text] The building of a mature socialist society, which has enormous historical 
advantages and extensive potentials for the acceleration of social progress and the 
solution of large-scale economic and social problems, is an outstanding achievement 
of the Soviet people and the -esult of the dedicated labor of a number of genera- 
tions. As the 26th CPSU Congress indicated, the main thing today is to master 
these advantages and to utilize the potential means of mature socialism to the ut- 
most. 


A system of Long-term measures, which are aimed at the better and most complete 
utilization of the mighty economic, scientific and technical potential of the coun- 
try and at the increase of the efficiency of social production, was specified in 
the decisions of the congress. The central place in this system belongs to the 
further improvement of the mechanism and methods of socialist management. In this 
area it remains: 


to adopt completely and in due time the already elaborated measures on the improve- 
ment of the economic mechanism and the strengthening of its influence on increasing 
efficiency and work quality; 





to increase the level of organization, business ability and efficiency in all the 
links, to achieve a significant tightening up of order and executive discipline, 
without which the successful functioning of the economic mechanism is impossible; 





to carefully prepare further steps on the improvement of the planning and cost ac- 
counting stimulation of production, the ultimate goal of which is the creation of 
an economic mechanism which is equal to the peculiarities and tasks of mature so- 
cialism. 


Under present conditions it is a question not of the partial improvement of indi- 
vidual links of the planned management of the economy (this work has been and al- 
ways will be performed, it is of a permanent nature), but of the radical reorgan- 
ization of the entire economic mechaniem, of its raising to a qualitatively new 
level. It is impossible, as experience shows, to solve this problem by a one-time 
measure. Purposefully taken actions, which encompass a number of successive 
stages, are required here. 
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The complexity and scale of the work on the improvement of the economic mechaniem 
and the exceptional responsibility for the decisions being made in this aphere are 
increasing the importance of the thorough analysis of the problem in ite essence 
and the creation of the corresponding ecienticic and experimental reserve. The 
preparation of such a reserve serves as a indispensable prerequisite of the making 
of thoroughly substantiated and realistic decisions on the improvement of the eco- 
nomic mechanism and ite individual links. Scientific research by ite nature and 
purpose is called upon to anticipate the making of the corresponding decisions. 
Only in this case does economic science become the theoretical basis and starting 
point in the work on improving the forme and methods of management, The situation 
is similar with the experimental reserve, the creation of which makes it possible 
to check beforehand the planned changes. 


It is especially important to envisage the possibility of a variant solution of 
problems. The social life, including economic life, the objective need and laws 
manifest themselves ambiguously, The same essence (law) can and should appear in 
the diversity and richness of specific economic forms and methods with allowance 
—_ for the changing histotical conditions and the tasks advanced by economic 
policy. 


With respect to methodology and general theory this assumption is indisputable. It 
is based on Lenin's classical indications that "a law, any law, is narrow, incom- 
plete, approximate” and that "a phenomenon is /richer/ /in italics/ than a law" 
(V. I. Lenin, "Poln, sobr. soch." /Complete Works/, Vol 29, pp 136, 137). 


The comprehension of this circumstance and the formation of a scientific reserve, 
which provides for different versions of possible solutions, afford the real pros- 
pect of the choice of the most efficient and effective steps. The choice itself 
and the making of decisions on the improvement of the mechanism and methods of so- 
cialist management are the prerogative of the political leadership of society. 

Only in this case is it possible to take into account the entire set of socio- 
economic and political factors, the interests of social strata and groups and the 
foreign policy situation. Scientific research and the experiments conducted on its 
basis are called upon to promote in every possible way the indicated choice and the 
making of decisions. 


The need for the thorough reorganization of the economic mechanism is determined 
first of all by the change of the objective conditions of the development of the 
economy, which is connected with the building of mature socialism. It is a ques- 
tion of the new scale of the national economy, which has increased many times over, 
the development of the scientific and technical revolution and the exhaustion of a 
number of traditional factors of economic growth and the qualitatively new degree 
of the socialization of production, 


Our country is entering the 1980's, it was stated at the 26th party congress, with 
a mighty economic, scientific and technical potential. As compared with 1965 the 
fixed production capital has increased from 360 billion rubles to 1.1 trillion 
rubles, that is, more than threefold, the number of scientists increased during 
the same years from 665,000 to 1.4 million, that is, more than twofold. The scale 
of production in a number of base sectors of industry increased considerably (see 
the table). 
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Increase of Output of Industrial Production in 1965-1980 








Type of production Unit of measurement 1965 1980 — or > he 5 
Electeic power. ... . . billions of kWh 507 1295 2.5 
Petroleum (including gas 
condensate) .... ++.» millions of tons 243 603 2.5 
Gap... ee ee ee ee) 6h dons of m3 128 435 3.4 
Steel... «++ «s+ « « millions of tons 91 148 1.6 
Rolled ferrous metals 
(finished). ..... + + millions of tons 62 103 1.7 
Mineral fertilize.s (in 
eonventional units) .. . millions of tons 31 104 3.3 
Synthetic resins and 
plastics. . . «++. + « « thousands of tons 0.8 3.6 4.5 
Instruments, automation 
equipment and spare parts 
for them. ... + «+++ + billions of rubles 1.2 5.4 4.5 
Mo.or vehicles: 
trucks. .. «+++ .+ « thousands 380 787 2.0 
passenger cars. ... . thousands 201 1327 6.6 
Tractors (total hp)... millions of hp 21 47 2.2 





With the increase of the scale of production and the intensification of the divi- 
sion of national labor the entire system of economic relations became substantially 
more complicated, the demands on the balance of the economy and on the efficiency 
and organization of economic processes increased sharply. The fundamentally new 
demands on the system and methods of management stemmed from the need to change over 
to the intensive typ of expanded reproduction and to master the achievements of the 
scientific and technical revolution. 


Under the changed objective conditions the previously formed economic mechanism was 
not able to ensure the successful solution of socio-economic problems. Given the 
-onsiderable increase of the production potential and the enormous resources, which 
were committed to the process of reproduction, the end results increased at an in- 
adequate rate. A number of bottlenecks and disproportions arose in the economy, 
some problems (the dispersal of capital investments and the increase of unfinished 
construction, the decrease of the output-capital ratio and others) were aggravated. 
During the past period, as is indicated in the Main Directions of USSR Economic and 
Social Development for 1981-1985 and the Period to 1990, the mechanism of management 
and planning, the methods of manageme=* and the level of labor and executive disci- 
pline lagged behind the present requirem*ats. This complicated the changeover of 
the national economy to the path of intensive development. 


The essence of the problem on the theoretical level consists, in our opinion, in 
the following. Socialism, by eliminating the basic contradiction of capitalism, 
ensures the conformity of production relations to the /nature/ [emphasized by 
interspacing/ of modern productive forces. The social barriers in the way of the 
steady growth of production are thereby removed. However, within this fundamental 
correspondence contradictions (nonantagonistic) arise between the continuously in- 
creasing /level/ /emphasized by interspacing/ of the productive forces and the spe- 
cific forms of production relations. The lag of the latter invariably leads to the 
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impeding of production and to the incomplete utilization of the potential means of 
increasing ite efficiency, 


The improvement of the economic mechaniem aleo acts as a method, a means of resolv- 
ing the indicated contradiction, The conformity of the specific forms of production 
relations to the achieved level of the productive forces and to the trends of devel- 
opment of science and technology is ensured precisely in the process of reorganiz- 
ing the mechanism and methods of management (when it is scientifically substantiated 
and meets the rising requirements). Consequently, the improvement of the economic 
mechanism is an important and indispensable condition of the successful use of the 
potentials and advantages of the economic system of socialiem, 





The changes in the national economy and in the objective conditions of its function- 
ing are being reflected in economic policy. The policy, as is known, serves as a 
concentrated expression of the economy. Therefore, the coincidence of the economic 
mechanism with the new conditions functions directly as its conformity to the aims 
and tasks of the economic policy of the party. 


In the long-range economic strategy of the party, which was creatively developed 
and defined more specifically with reference to the coming period by the 26th CPSU 
Congress, the orientation toward the further improvement of the life of the people 
and the gradual intensification of social production holds a decisive place. Hence, 
too, the demands which are being made today on the economic mechanism, All its 
links and components have to be aimed at the end national economic results, at the 
consumer, at the utilization of the intensive, qualitative factors of economic 
growth. 


The reorganization of the economic mechanism should be carried out comprehensively 
and should embrace all its components. It is a question of the system, methods, 
tools and indicators of planning, the organizational structure of management at all 
levels, the regulation of the turnover of material resources, the system of economic 
levers and stimuli, as well as the creation of the appropriate prerequisites. Iso- 
lated steps and actions, even ones which are correct in themselves, cannot yield 

the anticipated results. On the other hand, the comprehensive, coordinated im- 
provement of the entire economic mechanism substantially increases the effective- 
ness, the efficiency of each measure. 


The comprehensive approach is not limited to the recognition of the need for the 
simultaneous (or consecutive) solution of a large number of problems. Such an ap- 
proach requires the coordination, the synchronization of the steps being taken, so 
that they all would be based on a single integral concept and would have a single 
core and common direction. 


Today the orientation toward the end national economic results, which presumes a 
chenge of the criteria of the evaluation of the results of economic activity and 
economic stimulation, the placement of the interests of consumers in the forefront 
and the consistent rejection of approaches and decisions, which are aimed at the 
gross, purely volumetric parameters of economic growth, is such a core. 


The complexity of the work on the reorganization of the economic mechanism, its 
multilevel nature and the need for gradual, stage-by-stage performance require that 
it be lent a purposeful, precisely organized nature. In this connection the fol- 
lowing considerations, it seems to us, deserve attention. 











Successful and constatent work on the improvement of the economic mechaniam can be 
ensured on the basis of the elaboration of the appropriate long-term comprehensive 
program, The analysis of historical lessons, and especially the experience gained 
over the past 10-15 years, convincingly shows that only such an approach to the im- 
provement of the economic mechanism couforms to the complexity and scale of this 
work, makes it possible to ensure the coordination of the various measures with each 
other and according to the time of their implementation and prevents the making of 
separate decisions which are not interconnected, 


In the indicated program it is necessary to reflect both the ultimate goal--the 
formation of an economic mechanism which is equal to mature socialism--and the 
stages of its realization. These stages, which have been defined concretely in the 
appropriate manner, might become a part of the five-year plans. It is expedient, 
in particular, on the basis of the Main Directions, which were approved by the 26th 
CPSU Congress, to envisage in the llth Five-Year Plan of economic and social devel- 
opment a section devoted to the improvement of administration and the increase of 
the level of management in all the links of the economy. There could be reflected 
in it, for example, the dates and order of the changeover of sectore to the new 
methods of management, the procedure of improving the organizatioual forms of the 
management of sectors and national economic complexes, the conditions and forms of 
the conducting of large-scale economic experiments. All this would make it possible 
to place on a planned basis the very work on improving the economic mechanism, 


The entire history of the building of socialism convincingly attesis that the im- 
provement of the forms and methods of economic management is an important and rela- 
tively independent function of the guidance of socio-economic processes. It is 
therefore quite natural that the question arises of precisely who, what st e organ 
is called upon to perform this function under present conditions. In solving this 
question it is necessary to analyze carefully historical experience, as well as the 
practice of other socialist countries, and to critically assess the existing situ- 
ation. 


Among the urgent problems of further improving the economic mechanism one of the 
central places belongs to the strengthening of the national economic approach to 
the solution of economic and social problems. The need for such strengthening is 
dictated by the achieved level of the socialization of production, which finds its 
highest expression in the transformation of the economy into a unified national 
economic complex. In this complex preeminence over its parts is a feature of the 
whole. Indeed, under present conditions it is possible to determine the most ef- 
ficient means of utilizing resources, to ensure the efficient distribution of pro- 
duction and to pursue an active structural policy only from the standpoint of the 
national economic whole. 


On the practical level the realization of the indicated requirement presumes the en- 
hancement of the role and authority of the central organs of planned management so 
that they would have the real opportunity (power) to oppose destructive departmental 
and regional trends. The unified national economic complex of the country, Comrade 
L. I. Brezhnev said at the October (1980) CPSU Central Committee Plenum, “functions 
on the basis of a complex system of intersectorial and territorial production rela- 
tions. And, of course, only the center can effectively manage this complex as a 
unified whole and oppose departmental and regional trends" (L. I. Brezhnev, "Rech' 
na Plenume Tsentral'nogo Komiteta KPSS 21 oktyabrya 1980 g." /Speech at the CPSU 
Central Committee Plenum on 21 October 19807, Moscow, Politizdat, 1980, p 12). 
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Of course, any centralization has ite limit and bound. The latter is determined by 
the objectively existing limit of manageability, with the excecding of which the 
loss of competence, the loss of the strategic line and petty tutelage arise. Ques- 
tions of the development of the national economy as a whole and the determination of 
the strategy of economic development first of all should be the exclusive preroga- 
tive of central planning orgaus. The boundaries of centralization are also gov- 
erned by social factors--the need to develop the initiative and independence of all 
the links of the national economic complex. 


The need to change the "technology" of planning is also an important conclusion 
from what has been said. When making an approach from the position of the national 
economic whole the plan cannot be formulated by the consolidation and correction 
of the sectorial (and territorial) projections, On the contrary, the place and 
role of each sector and economic region should be defined as the result, the out- 
come of the fundamental solution of problems on the statewide level. The impor- 
tance of the so-called consolidation-setting function of the plan thereby in- 
creases. It is especially important to recall these requirements today, when the 
practical compilation of the llth Five-Year Plan is proceeding on the basis of the 
Main Directions approved by the 26th party congress. 





The most important problem, which is to be solved from the standpoint of the na- 
tional economic whole, consists in the assurance of the complete, reliable and ef- 
fective balancing of the economy as a prerequisite and a result of the increase of 
the efficiency of social production and its changeover to the path of intensive de- 
velopment. The enormous reserves for increasing the efficiency of the use of man- 
power, material and natural resources can be put to use and the real intensifica- 
tion of production specialization can be ensured only under the conditions of bal- 
anced growth. At the same time the balance also acts as an indispensable condition 
of great efficiency of all the links of the economic mechanism, including economic 
levers and stimuli, material interest and liability. 


The achievement of not only the complete, but also the effective balance of the 
economy presumes the increase of the attention to the optimization of the propor- 
tions. And this in turn requires the integration in the technology of planning of 
the corresponding models and methods. 


At the same time the balance is a result of the increase of efficiency. The point 
is that only on the basis of the most efficient technical, organizational and eco- 
nomic decisions and vie substantiated reduction of the specific expenditures, which 
are calculated according to the end results, is it possible under present condi- 
tions of ensure proportionality in the development of social production. The dif- 
ficulty of the problems arising in this area is explained, apart from other rea- 
sons, by the exceptional dynamism of the present economy, which cannot be developed 
within once established invariable proportions. The maintenance of a complete and 
stable balance has to be ensured under theszonditions of rapid changes in the 
structure of production and the system of needs. 


Under present conditions the ro’e of the factor of uncertainty is increasing sub- 
stantially. This stems first of all from the revolutionary changes in science and 
technology and from the abrupt changes in production, which are occurring under 
their influence and are difficult to predict. The faster the rate of scientific 
and technical progress is, the more significant the influence of the factor of un- 
certainty is. The increase of the mobility of public and personal needs also 
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acts in this direction, With comparatively low values of the real income and stand- 
ard of living, needs are distinguished by relative stability and their structure 
over a lengthy time remains invariable, But with an tncrease of well-being funda- 
mental changes occur in this sphere: the needs become exceptionally mobile and 
elastic, their structure changes with amazing speed and in directions which lend 
themselves with difficulty to consideration, 


However, the increase of uncertainty does not eliminate the need for the assurance 
of the complete balance of the economy as an indispensable condition of the increase 
of production efficiency and the solution of social problems. Special measures, 
which take into account the fact of uncertainty and eliminate its adverse conse- 
quences, are required, Among these measures the following, in our opinion, are of 
particular importance, 


First of all the formation of a system of planned reserves, including reserves of 
production capacities, is necessary. Their creation makes it possible to carry out 
flexibly and efficiently the reorganization of production in conformity with the 
emergence of new scientific and technical decisions and the change of social needs. 
Moreover, such reorganization will not require in this case the altering of the 
established plan assignments and proportions and will make it possible to reduce 
sharply the time needed to take new circumstances into account. 


Under the conditions of the changeover of the economy to the path of intensive de- 
velopment the role of the planned reserves increases substantially, while their 
functions are broadened. Along with the assurance and guarantee of the continuity 
and smoothness of the production process the planned reserves are called upon to 
perform the function of the manipulation, the reorganization of production, It is 
therefore incorrect to regard the creation of planned reserves as a deduction from 
national labor, as the formation of frozen stocks. On the contrary, they act as 
a prerequisite of the great effectiveness of the use of the total production po- 
tential of the national economy, sectors and enterprises. 


Of course, it must not be thought that the larger the reserves are, the better they 
are. It is necessary to determine carefully their socially necessary size and to 
optimize the amounts of the planned reserves. There is an extensive area here for 
scientific research and planning projections, 


Further, it is necessary to increase substantially the level of the study and fore- 
casting of needs and to improve the mechanism of the management of needs and scien- 
tific and technical progress. For all the apparent chance and unpredictability of 
the change of needs (including tastes, fashion and so on), quite specific laws, 
which are both purely economic and are governed by social, psychological and other 
factors, exist here. Their careful and thorough study is a necessary condition of 
the increase of the scientific level of planned management. Moreover, needs can 
and should be an object of purposeful influence which is based, of course, on a 
knowledge of the laws of their change. The urgency of the problems arising in this 
area is connected today with the need to implement the instructions of the 26th 
party congress on the active influencing of the formation of the reasonable needs 
and esthetic tastes of the population. 


Finally, the real consideration of the factor of uncertainty presumes the inclu- 
sion in the economic mechanism of active levers of feedback, the introduction of 
the appropriate elements of self-adjustment and self-regulation. It is a question 
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of levers which would make it possible to react quickly and effectively to the 
emergence of new needs and scientific and technical developments, without waiting 
for the appearance of serious disproportions and decisions, which are aimed at their 
elimination and are made in the highest echelons of planned management. Prices, 
credit levers and the mechanism of the distribution of the profit and the formation 
of economic stimulation funds serve these goals along with the increase of the role 
of consumers in the formation of the production program (its determination on the 
basis of the "backlog of orders") and with the creation of planned reserves. 


The elements of self-adjustment and self-regulation in the system of planned manage- 
ment have nothing in common with the development of spontaneous processes. These 
elements are an indispensable attribute of the economic mechanism of socialist so- 
clety, a component link of it, the importance of which naturally increases with the 
increase of the dynamism of economic processes. The lack of elements of self- 
regulation deprives the economic mechanism of flexibility, leads to the development 
of bureaucratic tendencies and results in a considerable loss of time and the in- 
sufficiently effective use of the created potential cand available resources. 


One of the most important places inthe further improvement of the economic mecha- 
nism belongs to the strengthening of the material interest and responsibility. 
They formtwo inseparably interconnected aspects of economic stimulation, and are 
so closely connected that the strengthening (weakening) of one of them is inevita- 
bly accompanied by the strengthening (weakening) of the other. 


The effectiveness of economic stimulation, which is a link of the economic mecha- 
nism, depends on its coordination, its linking with the other links of this mecha- 
nism and first of all with the plan. The decisions made on the further development 
of cost accounting on the basis of the assignments of the five-year plan, in which 
long-term economic standards noware also included, are of fundamental importance. 
At the same time it is impossible to ignore the fact that the successful function- 
ing of the economic mechanism as a whole is possible only on the condition that 
there is an adjusted system of economic stimulation. Such is the indispensable re- 
quirement of the comprehensive approach. 


As to the orientation of economic stimulation, it is determined by the overall aim 
of the economic mechanism at the end national economic results. With reference to 
production enterprises and associations of industry the end results of their activ- 
ity will be evaluated with respect to four parameters: the fulfillment of the plan 
of deliveries of products in accordance with contracts, the increase of labo: pro- 
ductivity, the improvement of product quality and the increase of the profi: (in 
some sectors the decrease of the production cost). Precisely these indicators also 
become the base indicators when forming the economic stimulation funds. A similar 
approach is used when evaluating the activity and providing stimulation in other 
sectors, particularly capital construction and agriculture. 


The end results become the main guideline in the evaluation of the activity and the 
pay of primary labor collectives--production cost accounting brigades and individual 
workers. This is in full accord with the content of the law of distribution ac- 
cording to labor, which also determines the relationship between wages, the reward 
and the end results (but by no means the expenditures) of labor. 


The activization of distributive relations and economic stimulation is integrally 
connected with the increase of the differentiation of wages and material 


21 











incentives as a whole, The degree of this differentiation can and should be just as 
significant (or negligible) a» the end results of economic activity are significant 
or negligible, In our opinion, there is no and can be no other criterion. This 
fully applies both to the incentive and to responsibility as a second aspect of eco- 
nomic stimulation, It is quite natural that such an approach requires the resolute 
elimination of leveling tendencies and sentiments, which ar quite prevalent today 
and are extremely adverse with respect to their consequences. 


The use of effective economic ievers and stimuli and the differentiation of the in- 
centive and responsibility subject to the end national economic results serve as a 
mighty lever of the increase of the efficiency of social production and the develop- 
ment of the social and labor activeness of the masse;. 


In speaking about this, it is necessary to bear in mind a number of objective lLimi- 
tations, The first one is connected with the social functions of distributive re- 
lations and with the existence of public consumption funds. Different laws, which 
envisage, in particular, equal access to education, opportunities for all groups of 
the population to enjoy free medical assistance, compensation for differences stem- 
ming from the composition of the family and health and so on, are in effect in this 
sphere, The increase of the differentiation of stimulation embraces a different 
sphere of relations, namely that portion of the consumption fund, which is dis- 
tributed directly in accordance with labor or is connected with the formation of 
public consumption funds within individual labor collectives (as opposed to the 
statewide system of these funds). 


The second limitation is based on the understanding of economic stimulation as a 
subsystem of the economic mechanism. Owing to this the activization of the corre- 
sponding levers and stimuli should be based on the achievement of the complete and 
effective balance of the economy (its absence gives rise to the tendency toward 
leveling distribution and greatly weakens responsibility) and the creation of equal 
conditions of management for all labor collectives, 


The latter problem is one of the most crucial and complicated problems in the plan- 
ned management of the socialist economy. The means of solving it lies in the elimi- 
nation of the influence of factors, which do not depend on the activity of this 
economic unit, on its end results. It is possible to accomplish this by means of 

a system of complementary measures, among which are the drawing up of passports for 
each production enterprise (association), the planning of the production program 
with allowance made for the production capacities (the degree of their loading, 
their composition and service life) and a number of others. 


A special place in the set of such measures belongs to the system of payments for 
resources--a mighty lever of the equalization of the initial conditions of manage- 
ment and the influencing of production efficiency. The question of a system of 
payments for resources, their amount and the mechanism of collection is an impor- 
tant and independent theme. In this case we are trying to emphasize the role of 
this system from the standpoint of the equalization of the conditions of management 
as a prerequisite of the activization of economic stimulation, 


In accordance with their political economic content the payments for resources are 
divided into two large groups. The former of them, to which first of all rent pay- 
ments belong, is called upon to centralize the differential income which arises as 
a result of the use of lande, which are different in their natural conditions, 
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reserves of minerals and so on, The latter group of payments is a planning stand- 

ard which specifies the minimal permissible limit, from the standpoint of society, 

of the effectiveness of the use of certain types of manpower, material, natural and 
financial resources or others. 


The obtaining of a generalizing indicator of the end results of economic activity, 
in which the result of the work of a given collective is reflected and external 
factors are leveled, makes it possible to use effective levels of material stimula- 
tion and responsibility. The use of the standard proportionate distribution of the 
net profit between the budget, the ministry and the production association (enter- 
prise) conforms best to these goals. On the basis of the primacy of statewide in- 
terests the guaranteed absolute amount of the deductions of the net profit for the 
state budget should be established. The payment of the deductions should be made 
regardless of the results of the economic activity, in necessary instances by reduc- 
ing the assets left at the disposal of enterprises, associations and ministries. 
Such a procedure is in full accord with the adopted decisions on the need to guar- 
antee in conformity with the established standards the increase of the resources 
left at the disposal of production associations (enterprises), regardlese of the 
improvement of the end results of the economic activity with the simultaneous in- 
crease of the deductions of assets for the state budget. 


The standard proportionate principle of the distribution of the profit and the for- 
mation of economic stimulation funds meets most fully the requirement of conformity 
between the measure of labor and the measure of consumption, between the end results 
and the incentive. Its consistent observance makes it possible to integrally con- 
nect the material incentive and responsibility, thereby putting to use the mighty 
reserves of the increase of production efficiency. 





The introduction of a cost accounting mechanism, which is based on the use of a 
system of payments for resources and the standard proportionate distribution of the 
net profit, will require much preliminary work. Its complexity is also governed 
by the lack of practical experience in verifying the effectiveness of such a mecha- 
nism. Therefore the organization of a large-scale economic experiment in the na-~- 
tional economy, during the conducting of which it would be possible to verify ard 
specify the effectiveness of the proposed measures, should be envisaged as one of 
the possible solutions. 


The practical achievement of the thorough reorganization of the economic mechanism 
requires as its mandatory preprequisite the overcoming of the existing inertia in 
adminiccration and in the methods of management and of the formed stereotypes of 
economic thought and behavior. Many approaches and notions, which formed at the 
preceding stage, no longer conform to the new conditions and tasks and are serious- 
ly hampering the work on the improvement of the economic mechanism. 


When examining this question, it should be borne in mind that certain notions or 
others, criteria of the evaluation of achievements, which have been elaborated by 
practice, and slogans inevitably become obsolete. Back in 1918 V. I. Lenin wrote 
that every slogan “has the characteristic of becoming frozen, of becoming dead, 

of retaining its validity for many even when the conditions, which created the need 
for this slogan, have changed" (V. I. Lenin, "Poln. sobr. soch" [Complete Works/, 
Vol 37, p 194). Under present conditions it is specifically a question of the 
habit of evaluating achievements by gross, exclusively quantitative indicators, of 
an orientation toward the intermediate results outside their connection with the 
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end national economic resulte and of the aspiration to solve probleme by increasing 
the resources, and not m the basis of the improvement of their use, At times the 


achievements in the output of above-plan production are lauded without the analysis 
of the quality of the plan assignments and the assesement of the conformity of this 
production to the demands of consumers. 


The formation of an economic mechanism, which ie equal to the conditions and taske 
of mature socialism, presumes a thorough change in the t\.inking and psychology of 
management personnel and the development of a new atyle of economic thinking, which 
conforms to present conditions. Responsible tasks are being assigned here to eco- 
nomic science, which is called upon to explain thoroughly, on the basis of the deci- 
sions of the 26th CPSU Congress, the key issues of the economic strategy of the 
party and the new demands on the mechaniem of administration and the methods of 
management, to creatively elaborate the probleme of the changeover of the economy 
to the path of intensive development and to specify the directions of the reorgan- 
ization of the economic mechaniem, which ensure the practical accomplishment of 
this changeover. 


While promoting the reform of the style of economic thinking and the psychology of 
management, science itself is called upon to critically assess its own assumptions, 
to free itself of pversimplified notions and to bring its conclusions and recom- 
mendations in line with the changed conditions and new tasks of socio-economic 
progress. 


It should be recalled that the end result of science is not simply a new idea or 
conclusion. This is, of course, a very important result of science, but by no means 
the end result. The latter is formed only on the basis of the realization, the in- 
troduction of the obtained findings in the practice of the planned management of 

the national economy. But for this the organizational forms of the relationship of 
economic science with the activity of planning and economic organs have to be im- 
proved substantially. There exist here no less complicated and no less important 
problems than in the area of the organizational unification of technical science 
with production. 


The creative development of economic science and the adoption of its findings in 
the practice of planned management are a mighty lever of the further improvement 
of the economic mechaniem and the radical increase on this basis of the efficiency 
of social production. 

COPYRIGHT: Izdatel'stvo "Nauka", “Ekonomika i matematicheskiye metody", 1981 
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PLANNING AND PLAN IMPLEMENTATION 


NET OUTPUT NORM INDICATORS DISCUSSED IN DETAIL 
Moscow EKONOMICHESKAYA GAZETA in Russian No 32, Aug 81 pp 11-14 


[Publication prepared by G. Kiperman, chief of sector of the Scientific Research 
Institute of Planning and Norm Setting under the USSR Gosplan, and Yu. Krotov, 

deputy chief of subdivision of USSR Gosplan, under the general editorial super- 
vision of A. Bachurin, deputy chairman of USSR Gosplan: “Normative Net Output") 


[Text] Under the Eleventh Five-Year Plan a system of indicators for planning and 
evaluating the activity of enterprises and associations is being applied, whose com- 
position was determined by the decree of the CPSU Central Committee and the USSR 
Council of Ministers of 12 July 1979, "On Improving Planning and Strengthening the 
Influence of the Economic Mechanism on Increasing Production Efficiency and Work 
Quality.” This system differs essentially from that in effect under the Tenth Five- 
Year Plan. WNew indicators that were not previously applied have been introduced, 
and outdated ones that do not correspond to modern requirements have been eliminated. 
The role of individual indicators and their functions in evaluating and stimulating 
the activity of enterprises have changed. 





A typical feature of the new system of indicators is the introduction of indicators 
of net output which are determined according to stable normatives--the normative net 
output (NChP). 


The indicator of the normative net output is being applied at more than 3,200 enter- 
prises at 34 ministries and departments. The lists of wholesale prices that will be 
introduced beginning in January 1982 also include branch normative net outputs. 
Additionally, for all newly assimilated items the enterprises must prepare a draft 
of the planned calculation for establishing the wholesale price and normatives of 
net output. The changeover to planning in terms of the new indicator will be com 
pleted in 1983. 


The special publication below discusses the essence of the NChP indicator, its func- 
tion in the system of indicators, and how it is determined, which must be done in 
associations and enterprises in order to prepare for its use in planning. 


Cost Indicators of Production Volume 


The output of associations and enterprises is planned and accounted for in physical 
and value terms. Pliysical measurements (meters, pieces, batches) reflect the 
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physical volume and consumer qualities of the item. But one can not determine the 
entire output of products using these measurements. This problem ia solved with 
value indicators which make it possible to evaluate the overall volumes of output 
taking into account the socially necessary expenditures of labor embodied in it. 


The value of the output of any enterprise reflects labor expenditures of two kinds: 
live, that is the labor of workers of the given enterprise, and embodied=-the labor 
of workers of other enterprises that ie embodied in the value of the utilized raw 
materiale, processed materials, fuel and energy, equipment and batching items. 


For example, a furniture factory for producing tables, chairs and sofas uses lumber, 
veneer, upholstery fabrics, varnishes and paints, and metallic and other items that 
come in from the outside. The labor of workers of other enterprises and branches 

is embodied in these materials, as it is in the equipment, building and structures, 
and energy that are utilized at the factory. 


Through the Labor of workers of the furniture factory, new products are produced 
from the materials and parts they receive--various kinds of furniture whose value 
consists of two parts: transferred (the corresponding value of the outside materi- 
als, fuel and energy used during the production process and the amortization of 
buildings and equipment) and newly created (the corresponding socially necessary 
labor expenditures of workers at the furniture factory). 


The differences among the indicators of output that are applied in economic prac- 
tice also correspond to these differences in the formation of the value of items. 


Indicators of gross and commodity output also characterize transferred and newly 
created value. Consequently, these indicators embody both the labor expenditures 
of workers at the given enterprise and those of the related enterprises, suppliers 
of raw materials, processed materials, fuel and energy, and producers of equipment 
and instruments. 


The indicator of net output characterizes only the newly created value, that is, 
only that part of the value of the product which is created in a given period by 
workers of the enterprise. 


Say that the value of the products of the furniture factory in wholesale prices is 
94.8 million rubles, and the value of the utilized materials, fuel, energy and other 
material expenditures, including amortization deductions, is 54.2 million rubles. 

In this case, the factory's net output is 40.6 million rubles. The structure of 

the indicators of output volume and the volume of internal work is presented in 
Figure No. 1. 


Functions of Indicators 


In order to determine the overall volume of output in industry as a whole, without 
accounting for the role of individual enterprises in its production, it is ex- 
pedient to use indicators that fully reflect the value of material goods produced 
during one period or another. 











Figure 1, 
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Economic Structure of Indicators of Production Volume and Volume of 
Internal Work (From Example of Machine Building) 






























































Volume of output--commodity (gross) output 

Value of consumed means of production 

Newly created value 

Value of processed objects of labor (materials, semi- 
manufactured products and batching items) 

Value of utilized means of labor (amortization deductions, 
less valuable instruments, fittings and all kinds of energy. 
Necessary product created by labor for its own use (wages 
and deductions for social security) 

Additional product created by labor for society (profit 
and turnover tax) 

Nec output 

Value of processing 
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The total or gross social product in the country as a whole is aleo determined by 
totalling the indicators of the gross output of all branches of material production 
(industry, conetruction, agriculture, cargo transportation and others). 


But when determining the role of an individual enterprie in the production of pro- 
ducts and its contribution to the country's economy, ano evaluating the results of 
the activity of the labor collective, as practice shows, the indicator of commodity 
output does not provide a sufficiently objective picture since it sums up the re- 
sulte of both the given enterprise and the enterprises that supply raw materials, 
processed materials and semi-manufactured products. 


For these purposes it is more suitable to use the indicator of net output which is 
the result of the activity of the colleccive of a given enterprise and the embodi- 
ment of the labor they have expended. Unterprises of the extraction industry are 
an exception, for the proportion of material expenditures in the overall sum of 
their outlays on production is not great. Therefore in the coal, petroleum and 
gas industries, one can plan and evaluate the work of the enterprises in terms of 
the commodity output in comparable wholesale prices. 


Net output, Like gross output, reflects the labor expenditures and its results in 
the social evaluation. For all calculations are made in prices. In this sense the 
gross output reflects the socially necessary expenditures of all live and embodied 
labor on the production of items, and net output reflects only socially necessary 
expenditures of live labor. 


In the national economy as a whole the sum of the net output of all enterprises in 
the sphere of material production is equal to the country's national income. In 
1980 the produced national income amounted to 458.5 billion rubles. 


Indicators of the groves and commodity output cannot serve as a reliable basis for 
measuring labor productivity or planning the number of workers and wage fund and 
other indicators are essentially related only to the volume of work performed by 
the collective at a given enterprise. Therefore the use of indicators of the gross 
and commodity output or evaluating the work of Labor collectives and determining 
indicators that are to characterize the results of the internal efforts of the col- 
lective were the main shortcoming of the system of indicators that was previously 
in effect. 


Many functions that were to be performed by indicators of gross and commodity out- 
put stood in contradiction to their economic nature and value structure. We are 
certainly not speaking now about excluding indicators of gross and commodity out- 
puts in the system of planning and accounting, but about relieving them of functions 
that are not appropriate to them, which are now to be performed by the indicator of 
normative net output. 


The indicator of commodity output is necessary for national economic accounts, for 
determining the social product and the national income, and for studying interbranch 
ties. 


Indicators of gross and commodity output are also necessary for intraplant planning. 
In particular, the indicator of gross output is used for determining normal amounts 




















of reserves that can provide for rhythmic production. Calculations of production 
costs, profit and profitability involve the indicator of commodity output. 


Consequently, the indicator of net output does not replace indicators of gross and 
commodity output in all of their functions; they are also retained in planning, but 
their role is sharply limited. Functions related to measuring the dynamics of the 
production volume and labor productivity, planning wages and evaluating the dynamics 
of the operation of the enterprises on the basis of this as well as certain other 
functions will be performed by the indicator NChP (Figure No. 2). 


In our opinion it is easiest and simplest to determine the volume of an enterprise's 
net output by subtracting from the gross output the value of utilized means and ob- 
jects of labor, that is, all material expenditures on production. This is the cal- 
culation method the USSR Central Statistical Administration uses to determine the 
national income. 


But the use of such a method in the system of planning and evaluating the operation 
of enterprises involves great difficulties. With this method the indicator of the 
net output cannot be determined until the LOth or 12th day of the month following 
the report month, since report data on material expenditures come in considerably 
later than those for output volume. Measuring the dynamics and the rates of in- 
crease of net output becomes considerably more difficult since to do this it is 
necessary to translate into comparable prices material expenditures which are de- 
termined only in current prices in the bookkeeping system. Moreover, there is no 
longer any possibility of daily accounting for fulfillment of the plan in terms of 
net output since the accounts of material expenditures are not comparable to those 
for the volume of output. 


Therefore after experimental testing a decision was made to use the indicator of 
net output determined by the normative method in planning ai.d evaluating the acti- 
vity of industrial enterprises, associations and ministries. 


Normatives of Net Output 


The essence of the normative method of determining the net output consists in that 
for each kind of product produced by the enterprise, in addition to the wholesale 
price, one also establishes a normative of net output. The volume of the normative 
net output for the enterprise as a whole is determined by multiplying the output of 
each kind of product in the physical measurement (pieces, kilograms, and so forth) 
by the normative (established for the same unit of measurement) and adding up the 
results that are received. 


Analagous to comparable wholesale prices, normatives of net output are also stable. 
Therefore the volumes of the normative net output are comparable throughout the 
course of the five-year period without any re-calculations. 


As was noted, the normatives reflect the socially necessary expenditures of live 

labor on the production of each kind of product; the normatives are based on pro- 
gressive norms of the labor-intensiveness of the items. As a result of improving 
technical equipment and technology, organization of production and labor and 














increasing productivity, labor expenditures on the production of items are con- 
atantly decreasing. But normatives of net output remain the same. Thies ie advan- 
tageous for the enterprise. But it is aleo advantageous for the society: working 
time is saved, and thie is especially valuable what with the shortage of labor force 
that has appeared in many regions of the country. With the regular revision of 
normatives they will be reduced and brought into line with the actual labor-inten- 
siveness of production. 


Thus the stability of the normatives of net output contribute to combining the in- 
terests of the enterprises and the society in reducing the labor-intensiveness of 
production, Moreover, without stable normatives it is impossible to provide for 
comparability of the volumes of net output when measuring the dynamics of production 
and labor productivity, which is necessary for establishing assignments in terms of 
these indicators and exercising control over their fulfillment. 


Composition of Normatives 


The normative of net output is a part of the wholesale price of the item which in- 
cludes wages, deductions for social security and profit; that is, it differs from 
the price by the sum of material expenditures accounted for in it. There are two 
possible methods of forming normatives of net output: by subtracting from the 
wholesale price the sum of material expenditures included in it or by totaling 
wages, deductions for social security and profit (also in amounts reflected in the 
wholesale price). 


Theoretically, both methods are the same. But in terms of practical considerations, 
primarily for purposes of simplifying calculations, the normatives are determined 

by totaling the elements of the newly created value in keeping with the "Methodolo- 
gical Instructions on the Policy for Developing and Applying in Planning Indicators 
of Net Output (Normative)" (published in EKONOMICHESKAYA GAZETA, Nos. 40-41 for 
1979). 


Let us consider the policy for considering Jetermining elements that are to be in- 
cluded in the normative net output. 


Wages 


Wages along with deductions for social security are determined by totaling two 
parts: the wages of production workers (directly employed in the manufacture of 
products, putting production equipment into operation, operating it and supervising 
its operation) and the wages of the remainder of the industrial and production per- 
sonnel who are employed in service and administration for production (auxiliary 
workers, engineering and technical personnel and employees, junior service person- 
nel, students and security workers who receive wages at the enterprise). 


These two parts are determined separately because for each kind of product the wages 
of the production worker are included in the direct accounts for a given bookkeeping 
system and the wages of the rest of the industrial production personnel are distri- 
buted among the various kinds of products using a special accounting. 




















Figure 2. Functions of Commodity and Net Output 



























































Key: 
1. Commodity output 
2. Reflects volume of output; serves as basis for calculation 
3. Expenditures on production 
4. Movement of circulating funds 
5. Profit 
6. Circulating capital 
7. Profitability 
8. Normative net output 
9. Reflects volume of internal work; serves as a basis for 


calcuiation 
10. Number of workers 
11. Capital-output ratio 
12. Labor productivity 
13. Average wages 
14. Wage fund 


31 








The wages of production workers per unit of output are included in all planning and 
accounts calculations by which one determines the value of the items. In calcula- 
tions of normatives of net output one totale up the data for chree articles of the 
calculation=-"basic wages of production workers," “additional wages of production 
workers," and "deductions for social security with wages of production workers." 


The wages of personnel employed in administration and service for production are de- 
termined with a special coefficient K,. It shows the amount of wages for these per- 


sonnel at a given enterprise per ruble of wages of production workers. The coeffi- 
cient is determined by the formula 


Zpp - Zpr 
K, - Zpr 


where Zpp--basic and additional wages of all industrial and production personnel of 
the enterprise; 
Zpr--basic and additional wages of production workers. 


In the numerator the difference between the wages ~f all industrial production per- 
sonnel and those of production workers is the wages of service and administrative 
personnel. 


Figures on wages of a)l industrial production personn:1 are taken from form No. 5 
of the annual report, which gives expenditures on proauction in terms of elements. 
Figures on the wages of production workers are taken from form No. 6 of the annual 
account which gives the value of the commodity output. 


Knowing the coefficient Kj, it is not difficult to determine the wages of personnel 

for service and administration of production (Zou) per unit of each kind of output. 

To do this the wages of production workers, established by calculations, are multi- 

plied by the coefficient K,. Thus Zou = Zpr x Kj. This calculation is approximate, 
of course. But the calculations are simplified and they can easily be subjected to 

documentary verification, which is important for extensive use of any indicator. 


Let us give an example of calculating the coefficient K, from the data of the Kolo- 
mensk locomotive construction production administration imeni V. V. Kuybyshev. The 
wages of industrial production personnel of the association, according to the an- 
nual report (form No. 5) were 39,834,000 rubles, and the wages of production work- 
ers--basic and additional (form No. 6)--13,881,000 rubles. 


The wages of industrial prod ction personnel for service and administration of pro- 
duction are equal to: 


40,810,000 - 13,881,000 = 29,969,000 rubles. 
We determine the coefficient K,: 


26,929,000: 13,881,000 = 1.94. 


Consequently, for each ruble of wages of production workers in the association 
there are 1 ruble 94 kopeks of wages for the rest of the industrial production per- 
sonnel. 














This coefficient varies among the enterprises from 0.7 to 2.1, depending on the pro- 
portion of production workers in the overall number of workers and the availability 
and number of planning and design and planning and technological units, and other 
factors. 


In addition to wages, the normatives include deductions for social security. 


Normative Profit 
A constituent part of the normative of net output is normative profit (Pn). 


In the formation of normatives of net output, profit is included in the same amount 
as it is included in the wholesale price. This facilitates the development of 
normatives and, for price setting agencies, their verification and approval. It 
provides for a certain unity of normatives of net output and wholesale prices. 


Normatives of profitability that are applied in the formation of wholesale prices 
and NChP are determined by price setting agencies under a centralized policy. Now 
profitability in processing branches of industry is determined for the various kinds 
of products as the ratio between profit and production costs minus the value of 
utilized raw materials, fuel, energy, processed materials, semi-manufactured pro- 
ducts and batching items (that is, minus direct material expenditures) . 


Calculating the normative process for a locomotive diesel can serve as an example. 


The complete production cost of the diesel, according to the plan for 1980, was 
60,543 rubles, including 31,943 rubles separated out in the calculati~ for direct 
material expenditures (raw and processed materials, purchased batching items, semi- 
manufactured items and services of cooperating enterprises, fuel and energy for 
technological purposes). In price list list 20/03 for diesels the calculated norma- 
tive of profitability in terms of the production cost minus material expenditures 
was established in the amount of 40 percent. Consequently, the normative profit to 
be included in the wholesale price and the NChP is equal to: (60,543 - 31,943) x 
0.4 = 11,440 rubles. 


The earnings of production workers with deductions for social security in the plan- 
ned calculation of the production costs of the diesel amount to 5,773 rubles. K, = 
1.94. The normative of net output is equal to: NChP - Zpr - Zou = Pn = 5,773 x 
1.94 + 11,440 = 28,413 rubles. If the association produced 50 diesels, with a 
wholesale price of 66,000 rubles they will be included in the commodity output in 
the amount of 3.3 million rubles (66 x 50), and in the normative net output--in the 
amount of 1,421,000 rubles (28,413 x 50). 


Since the established normatives for net output do not include material expenditure, 
the proportion of profit in the wholesale price of the diesel is 17.3 percent and 
in the NChP--40.3 percent, for a turbo compressor these figures are 11.9 and 43.4, 
respectively, and for an oil pump--19.8 and 39.5 percent, respectively. The pro- 
portion of the NChP in the wholesale prices differs: for a di»xsel it is 61.8 per- 
cent, a turbo compressor--61.7 percent, for the pump--64.2 percent, and for the 
item called an “elastic coupling"--only 20.2 percent. The less this proportion, 

the more material-intensive the item. 
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Table 1. Calculation for Self-Propelled Chassis 
Effective Wholesale Price--2,352 rubles 
Calculation Unit--1 chaseis 


Section 1. Production Cost per Unit of Output 
Projected pro- 





Nc Names of items of expenditure duction cost 
l. Raw and processed materials 174 
2. Recylcled wastes (subtracted) 9 
3. Purchased batching items, semimanufactured products 

and services of cooperating enterprises 1564 

4. Fuel and energy for technological purposes --- 

Total of direct materi-l expenditures 1729 

5. Basic wages of production workers 74 

6. Additional wages of workers 7 

7. Deductions for social security ll 
8 Expenditures on preparation and assimilation of 

production --- 

9. Expenditures on maintenance and operation of equipment 145 

10. Shop expenditures 45 

ll. General plant expenditures 99 

12. Other production expenditures 27 

13. Production cost 2137 

14. Non-production expenditures 13 

15. Complete production cost 2150 

Including: 

16. Production cost minus direct material expenditures 

(line 15 - total of lines 1, 2, 3 and 4) 421 
17. Normative of profitability in trems of production 

cost minus direct material expenditures, % 48 
18. Profit (line 16 x line 17 

100 202 

19. Projected wholesale price (line 15 + line 18) 2352 
20. Basic and additional wages of production workers with 

deductions for social security in the production cost 

of the calculated unit (line 5 + line 6 + line 7) 92 
21. Wages of industrial production personnel of the asso- 

ciation (enterprise) (form 5, line 060 of the annual 

report for the year preceding the calculation of the 

normative) 5662 
22. Basic and additional wages of workers of the produc- 

tion association (enterprise) (form 6, lines 050 and 

060 of the annual report for the year preceding the 

calculation of the normative 2265 
23. Coefficient K; line 21 - line 22 

line 22 1.5 

24. Wages of industrial production personnel for services 





and administration of production with deductions for 

soci. | security in the production cost of the calcu- 

latica unit (line 20 x Ka) 138 
25. Normative of net output (line 20 + line 24 + line 18) 432 
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Normatives of net output are, as a rule, branch normatives and are identical for all 
enterprises that produce the given kind of product. 


The large amount of organizational-technical and accounting-economic work for pre- 
paring and approving normatives of net output was facilitated to a certain degree 
by the fact that for a considerable number of products for production and technical 
purposes it coincided with the revision of wholesale prices that is to be effective 
beginning in 1982. Along with the draft of these prices they developed and submit- 
ted for approval the corresponding normatives of net output. And in the future, 

as new kinds of products appear, the calculation services of enterprises, minis- 
tries and departments will be obligated to submit for approval the corresponding 
normatives of net output along with the draft of wholesale prices, on the basis of 
a unified calculation document. 


An example of this normative of net output as part of the calculations for an item 
is presented in Table No. 1. 


Production associations (enterprises that changed over to the application of the 
indicator of NChP in 1973-1981, that is, before the introduction of the new whole- 
sale prices and normatives of net output that correspond to them, used in their 
planning and accounting work normatives that were approved by the ministries and 
departments. After the introduction of the new wholesale prices and the normatives 
of net output that correspond to them, that is, beginning with the plan for 1982, 
these associations and enterprises will change over to the utilization of the new 
normatives. Taking into account the fact that these normatives for similar kinds 
of products will not be commensurable with normatives applied in preceding years, 
their accounts of the normative net output for the base period, that is, for 1980 
and 1981, should be recalculated according to the new normatives. 


Production associations and enterprises that have changed over to the application 
of the NChP in 1982 and 1983 must use only normatives of net output that were set 
by the corresponding agencies for price setting and other agencies that have the 
right to set prices for specific kinds of products. 


Establishment of Normatives 


Normatives of net output are developed for all items, spare parts and semi-manu- 
factured products that are sold on the side, and they are approved under the same 
po.icy as wholesale prices and included, as a rule, in the same document--the 
wholesale price list. 


Thus the normatives of net output take into account the . rage branch expenditures 
of labor, and they reflect the conditions of cooperation that are typical of the 
production of a given kind of product. But if at individual enterprises these con- 
ditions differ essentially from the average, at the suggestion of the ministries, 
the price setting agencies can establish differentiated normatives of net output 
for them which reflect the different levels of labor expenditures envisioned in the 
plan. 


According to the consolidated estimate, the products whose normatives are estab- 
lished by USSR State Committee for Prices and the State canmittees for prices of 











the union republics constitute about 95 percent of all the products processed by 
branches of industry. Another 3 percent are items for which tne normatives are es- 
tablished by the ministries and departments. The proportions of normatives of net 
output established by local agencies and also by managers of enterprises amounts to 
2 percent of the overall volume of output. 


Functions of NChP in Planning 


In keeping with the economic content of the indicator of normative net output, it 
is utilized for determining the rates of growth of production, Labor productivity 
and for planning the wage fund and supervising its utilization. The NChP indicator 
is also used in calculations of the output-capital ratio and other indicators of 
production efficiency. 


Production Volume 


In the five-year plans industrial ministries, associations and enterprises are given 
assignments for increasing the normative net output. In branches of the extracting 
industry, which are not being changed over to the indicator of NChP, these assign- 
ments will be established for the commodity output. For bragrhes for which the 

NChP is established, the indicator of commodity output is determined by calculation. 


If when evaluated by "points" the enterprise could achieve good results through in- 
creasing the output of costly and material-intensive items, when evaluated accor- 
ding to the NChP this is impossible. Higher rates can be achieved only through in- 
creasing the output of the products in physical terms, and structural changes do 
not exert an essential influence on the dynamics of the NChP. Therefore the advan- 
tages of the NChP indicator are manifested especially clearly during the period of 
essential changes in the composition of the products that are produced. 


When, for example, the Saratov Sardizel' plant began to manufacture speed regula- 
tors in addition to diesels, all the enterprise's indicators calculated in whole- 
sale prices decreased sharply. This is explained by the fact that in diesels one 
uses a large quantity of batching items and parts from other plants. All these com- 
ponents and parts were accounted for in the wholesale price of the diesel. But in 
the regulator there are practically no components and parts that come from the out- 
side. The average wholesale price of a diesel is 1,570 rubles and labor expendi- 
tures at the enterprise amount to 180 norm-hours, while the average price of a 
speed regulator is considerably less and requires approximately the same labor ex- 
penditures. Therefore for one norm-hour in manufacturing a diesel there are 7.6 
rubles' worth of commodity output, but for a regulator there are only 3.6 rubles. 
It is not surprising that the rates of growth of production calculated according to 
commodity output decreased, and other indicators that depend on volume also worsen- 
ed. 


But if one evaluates the operation of the enterprise according to the NChP, it 
turns out that its volume increases and all indicators calculated on the basis of 
the NChP improve. This picture corresponds to the actual situation since the out- 
put of more labor-intensive items does not mean that the work of the collective 
has deteriorated. 
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At many enterprises that have changed over to the use of the new indicator, both the 
growth rates and percentages of fulfillment of the plan according to the normative 
of net output are somewhat higher than according to the commodity output. For exam- 
ple, at enterprises of the Ministry of Power Machine Building the fulfillment of the 
plan according to the NChP for 1980 was 101.1 percent and according to the commodity 
outpute=L00 percent, the growth rates of the normative net output were 103.7 per- 
cent and the commodity output=-102.4 percent, 


The more rapid increase in net output te explained by the fact that in the overall 
output there te a larger proportion of relatively less material-intensive items, 
for which the ratio between the normatives of net output and wholesale prices are 
higher than the average for the enterprise. These, as a rule, are items of new 
technical equipment which are distinguished during the firet years of their output 
by increased lLabor-intensiveness, and also deliveries of spare parte and goods for 
cultural and personnel purposes that are delivered under branch cooperation (figure 
No. 3). Am increase in the output of relatively more labor-intensive and less 
material-intensive items usually involves exchanging them for items that are equal- 
ly valuable to the consumer but less material-intensive. 





There are examples in which, with calculations according to commodity output the 
rates of growth of production increase, while according to the NChP they decrease. 
Analysis shows that in all of these cases an evaluation by the NChP gives a more 
correct reflection of the actual situation. Thus in 1979 at enterprises of the 
Ministry of Light and the Food Industry, the increase in net output (105.2 percent) 
was less than the increase in commodity output (106.5 percent). There was a simi- 
lar situation in 1980 at enterprises of the Ministry of Machine Building for Animal 
Husbandry--103.2 and 106 percent, respectively. 


The fact that at many enterprises that have changed over to the NChP the growth 
rates are higher than the gross output does not mean that there is a permanent pat- 
tern of more rapid growth of the NChP. It is a different matter: the indicator of 
NChP is now established while the commodity (growth) output is calculated. Natural- 
ly enterprises that are fulfilling plans are searching out possibilities for in- 
creasing primarily the volume of net output. 


Moreover, many relatively labor-intensive items and orders that are disadvantageous 
when evaluating in terms of gross output but are necessary to the consumers become 
as advantageous as all the others when evaluated in terms of net output. As a re- 
sult, the enterprises are now willing to accept assignments and orders which they 
previously tried to avoid. 


The production of spare parts which are distinguished by a relatively high labor- 
intensiveness can serve as an example: their output is increasing significantly. 
Thus at the Kolomenskoye locomotive construction association imeni V. V. Kuybyshev 
during the period of application of the indicator of NChP the output of spare parts 
for engines increased by 65 percent, which appreciably surpasses the rates of in- 
crease of the output as a whole. 


The materials of hundreds of enterprises that were used in planning the indicator 
of NChP make is poseible to draw the following conclusions about the causes for the 
disparity between the results of operation according to the commodity output and 
according to che normative net output. 
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Figure 3%. Structure of Output in Terme of Material-Intensiveness and Labor- 
Intensiveness 
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With the average plant labor-intensiveness of 0.420, the lLabor-intensiveness of 
items delivered through interplant cooperation is significantly higher--0.590, as 
is that of consumer goods (sets of kitchen equipment--0.654 and cylinders for gas-- 
0.776). This ie not completely reflected in wholesale prices. But the normatives 


of net output reflect the labor-intensiveness of production. Therefore the produc~- 
tion of all kinds of products becomes equally advantageous in this respect. 
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In the first place, the disparity between the growth rates (or percentages of ful- 
“illment of the plan) according to these two indicators are the result of: 


the structural change in the composition of the output--changes in the kinds of 
products or in the relative importance of each kind in the overall volume of output; 


the various levels of material-intensiveness of individual kinds of products, which 
when there is a structural change leads to a change in the level of the overall 
material-intensiveness of output as compared to the base period (or planned period). 


In the second place, the nature of this disparity follows a clear pattern: if 
during the period under consideration there is an increase in the proportion of 
material-intensive products, the growth (percentage of fulfillment of the plan) of 











commodity output ie more rapid than the corresponding characteristics of the norma~- 
tive net output; if there is a reduction in the proportion of material~intensive 
products then the growth (percentage of fulfillment of the plan) of commodity out- 
put falle behind the corresponding resulte according to the NCHP. 


On the whole for all enterprises that have ueed the normative net output the in- 
crease in thie indicator, and aleo the level of fulfillment of the plan, annuaily, 
beginning with 1973, has outstripped the corresponding results according to the 
commodity output by 0.5=1 point. During six monthe of 1981 thie difference amounted 
to: the gross rate=--2 and for the level of fulfillment of the plan--0.5 points in 
favor of the normative net output. This is clear evidence that in the etructure of 
outpet a8 a whole for a given group of enterprises there is a eteady change in the 
direction of increasing the proportion of less material-intensive items. 


Labor Productivity 


Practice shows that the NOGhP is better than other value indicators for measuring 
labor productivity. This is clear from the following example. 


The Beskudinkovskiy combine for construction materials and designe No. 1 organized 
the production of exterior wall panele with granular marble instead of the faced 
slabs that were previously used. The wholesale price of the panel decreased by al- 
most half since it no Longer included the cost of the slab. The indicator of labor 
productivity also decreased if one calculates it according to the commodity output 
per one worker. 


The actual efficiency of labor, however, not only did not decrease, but even in- 
creased, and fairly appreciably, since the labor-intensive process of facing the 
slab was replaced by the application of graaular marble directly on the manufactur- 
ing line. 


When measuring labor productivity in terms of the NChP everything falls into place, 
as it were. The distorting influence of embodied labor is eliminated because the 
value of the faced slabs, Like other materials, is not reflected in the volume of 
net output. This is especially important for enterprises with changing proportions 
of material expenditures in the production costs, which includes practically the 
majority of enterprises of the processing industry. 


The fact that the indicator of NChP meets the requirements of the objective measure- 
ment of efficiency of labor is also confirmed by the fact that the dynamics of this 
indicator, as distinct from gross or commodity output, is close to the dynamics of 
the labor-intensiveness of production. Here, for example, are the data for four 
plants of the Ministry of Light and the Food Industry: 














Printing machine Deviations of dynamics of labor-intensiveness 

building plants of production from growth rates of output (%) 
commodity normative net 

Rybinskiy 3.5 0.7 

Yeyskiy 4.4 1.9 

Shadrinskiy 2.0 0.4 

Romensk ty 6.0 2.7 
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Not only an inerease of items in physical terms, but aleo an increase in the their 
material-intensiveness leads to an increase in the growth and commodity output. But 
an increase in the normative net output takes place only as a result of an increase 
in the quantity of output in physical terme. Therefore an increase in the NCHP per 
one worker corresponds more to the actual increase in labor productivity as a pro- 
cess of economiging on time per unit of output, 


There are many cases where according to the gross output the production per one 
worker increases by 6-8 percent, but according to the normative net output it in- 
creases by only l=2 percent, or sometimes does not even change at all. In cases 
like these the use of the indicator of gross output creates the impression of a 
favorable situation. But the data according to the normative net output focus upon 
the need to reveal causes of low rates of increase in the efficiency of labor and 
the utilization of existing reserves. 


Wage Fund 


The normative method of planning the wage fund (in kopecks per ruble of output) is 
now being applied more and more extensively. Under the Eleventh Five-Year Plan 

this method will be the main one. But the gross output cannot serve as an objective 
basis for forming normatives for the expenditure of wages. An increase in the 
material-intensiveness of the product gives the enterprise an undeserved right to 
increase the wage fund, and a reduction in the material-intensiveness will not be 

in the interests of the enterprise. The normative net output will undoubtedly be 
more suitable for these purposes. 


‘he determination of the need for the wage cund based on the dynamics of the growth 
of the gross or commodity output frequently leads to granting the enterprises the 
right to obtain a larger sum of funds than it actually needs for paying the workers 
or, conversely, can put it in an unjustifiably difficult situation. The use of the 
NChP eliminates this contradiction. 


For example, at the Voronezh plant for assembly parts the volume of commodity out- 
put in 1979 was 2.9 percent less than in 1978. The plant was doing more difficult 
and labor-intensive work, and the labor-intensiveness of the production program in- 
creased by 6.3 percent. The volume of the NChP increased by 6.2 percent. 


With an increase in the labor-intensiveness of the products the need for funds for 
wages increases. But if this is based on the commodity output, the wage fund 
should not be increased, but decreased. This would place the enterprise in a dif- 
ficult situation. But if one determines the wage fund from the dynamics of the 
NChP, it corresponds to the actual and justified needs of the plant for wage funds. 


Cavital-Outout Ratio and Matertal-Intensiveness 
It is not difficult to see that in calculations according to the NChP the dynamics 
of the capital-output ratio are more objective. For the intensiveness of the uti- 


lization of fixed capital does not depend on the value of the objects of labor, 
for example, whether a particular factory manufactures woolen or cotton dresses. 
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The matertal~-intensiveness of the normative net output can be discussed only con- 
ventionally: it's structure does not include material expenditures. But if one 
understands the material-intensiveness to mean the sum of material expenditures on 
the production of the normative net output, thie indicator has actual meaning. 
Practice has confirmed the significant influence of the NChP on reducing the metal~- 
intensiveness of producta. 


At enterprises of the Main Administration for Industrial Conatruction Materials un- 
der the Moscow Gorispolkom, for example, during the period of application of the 
NChP (eince the beginning of 1976) the process of reducing the material-intensive- 
ness of products has accelerated. The implementation of measures for increasing 
the output of Light reinforced concrete and other construction materiale and parte 
has not been reflected negatively in the indicators of production volume and labor 
productivity. Material expenditures per ruble of commodity output decreased from 
50 kopecks in 1975 to 47.3 kopecks in 1980. This is tantamount to a savings of 
material resources for the given period of 15.2 million rubles. The results of the 
work for evaluating them in terms of commodity output would decrease. For the rates 
of growth of net output for the Tenth Five-Year Plan amounted to 126.7 percent, and 
for commodity output—118 percent. 





The application of the indicator of NChP is intended to eliminate the incentive for 
enterprises and associations to increase the material-intensiveness of production. 
This creates favorable prerequisites for saving on material resources, which is the 
aim of the recently adopted decree of the CPSU Central Committee and the USSR Coun- 
cil of Ministers "On Stepping Up Work for Economizing and Rationally Utilizing Raw 
Materials, Fuel and Energy, and Other Material Resources." 


While with evaluations according to the gross or commodity output a reduction in 

the material-intensiveness of products frequently led to a worsening of the indi- 
cators of the enterprises, which was one of the obstacles on the path to economizing 
on material resources, now this obstacle has been eliminated. 


Enterprises and associations can consistently carry out programs for reducing the 
material-intensiveness of production without fearing that this will have a negative 
effect on the evaluation of their work. On the contrary, with an evaluation accor- 
ding to the NChP both production volume and labor productivity increase. 


A reduction of material expenditures per ruble of output is typical of almost all 
enterprises that have applied the NChP. For example, at printing machine building 
plants included in che Soyuzpoligrafmash all-union production association they de- 
creased from 28.6 kopecks in 1974 to 27.2 kopecks in 1980. 


The dynamics of the material expenditures show the positive effect of the indicator 
of NChP on reducing material-intensiveness and the lack of a negative effect on the 
development of specialization and cooperation in production. 


Thus in the Soyuzpoligrafmash all-union industrial association expenditures on raw 
and processed materials per ruble of commodity output decreased in 1979 as compared 
to the plan by 0.6 percent, and in 1980--by 0.7 percent. And in terms of purchased 
items, semimanufactured products and services from cooperating enterprises, they in- 
creased by 2.4 percent. At the Leningrad metal plant in 1980 as compared to 1975 
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the proportion of purchased items and semimanufactured products increased from 40,4 
to 50.0 percent. 


Data tor a large group of enterprises also confirmed thie pattern. Thus on the 
whole for all enterprises of the ministry of power machine building during the years 
of application of the NChP, the proportion of purchased items and semimanufactured 
products in the material expenditures for production changed in the following way 
(in percentages) : 


1976 1977 1978 1979 1980 

33.8 35.7 %.9 37.0 38.0 
All this makes it possible to draw the following conclusion: under the conditions 
of the application of the indicator of NChP there ie still interest in specializa- 
tion of production, which is reflected in the increased deliveries of batching items 
from outside--after all this is one of the important factors in deepening speciali- 
zation and, under these conditions, increasing labor productivity. 


Structure of Normatives of Net Output in Branches of Machine Building 














Branches Proportion of NChP NChP 
in wholesale price total wages profit 
Total for machine 
building 32 100 60 40.0 
including: 
Minpribor 41 100 59.3 40.7 
Minenergomash 40 100 50.1 49.9 
Minstankoprom 40 100 65.2 %4.8 
Minkh immash 37 100 60.3 39.7 
Minlegpishchemash 37 100 65.5 34.5 
Mintyazhmash 36 100 62.7 37.3 
Minse1' khozmash 30 100 54.7 45.3 
Minavtoprom 30 100 55.0 45.0 
Minzhivmash 28 100 54.2 45.8 
Minelektrotekhprom 28 100 59.2 40.8 
Minstroydormash 25 100 63.2 36.8 
Preparation for Changeover 
First Stage 





The main condition that determines the readiness of the enterprises to change over 
to planning production volumes, labor productivity, the wage fund and the output- 
capital ratio on the basis of the indicator of normative net output is the ws ° - 
bility of the corresponding normatives for the entire products list not only fo’ 
forthcoming 1982, but also for the products of 1980 and 1981. The fact is that .: 
plan for 1982 in terms of volume of NChP should be compared with the corresponding 
volumes for the preceding 1981 and the base year for the Eleventh Five-Year Plan, 
that is, 1980. 
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le te expedient for the planning and economic services of the enterprises to conduct 
a thorough inventory of the availability of normatives of net output without waiting 
for a reminder from the higher agencies. The absence of individual normatives 
should be reported to the higher organization and also to the price setting agency 
that is responsible for establishing the wholesale price and the normative for the 
given kind of product. 


The new price lists that are to be in effect beginning in 1982 can lack normatives 
of net output for items that were produced in 1980 and 1981 and then removed from 
production. The manufacturing enterprises should develop individual normatives of 
net output for these items. Thus the normatives are approved by the higher organi- 
zation as means of calculation far determining the base volume of the NChP. 


In cases where a large list of items has been removed from production, one can de- 
velop and apply group normatives of net output instead of individual ones for a 
homogeneous group of items, for example, spare parte, instruments, fasteners, and 
so forth. 


it is no less important for the economic services of the enterprises and the higher 
organizations to check on the availability of normative coefficients of products 
whose output is planned and accounted for in value terms (spare parts, deliveries 
under interplant cooperation, work of an industrial nature and other output). 

These normative coefficients of net output should be approved by the ministry for 
each enterprise. 


The calculation of the draft of the plan for 1982 in terms of volume and rates of 
growth of the normative net output when there is available a draft of the plan of 
the output of products in physical terms and the corresponding normatives is, as 
they say, a technical matter. The drawing up of the draft of the plan for NChP 
for 1982 should, of course, be preceded by a recalculation of the data concerning 
the volumes of production for 1980 into the normative net output and a determina- 
tion of the normative NChP for the expected fulfillment of the plan for 1981. 


Second Stage 


The second stage of planning and economic work for changing over to the NChP 
should be a recalculation of the assignments of the five-year plan for 1982-1985 
(for each year individually) in terms of the increase in the volume of production 
and labor productivity, expressed in normative net output. For the draft of the 
five-year plan in terms of the normative net output has been developed by only a 
couple of ministries which changed over completely to planning according to the 
NChP in 1977-1981. And the other ministries and their enterprises have developed 
the draft of the five-year plan with an orientation toward commodity output in 
comparable prices. And they will approve the plan in this same form. 


The recalculation should be done on the basis of assignments of the five-year plan 
for the output of products in physical terms and the established normatives of net 
ouput. Here individual kinds of products which one plans to produce in subsequent 
years of the five-year plan can have already established wholesale prices. In the 
calculation of the commodity output they are included at temporary or conditional 

prices. For these items the enterprises must determine temporary or conditional 
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normative net outputs and submit them for approval to the organizations thac have 
established or reviewed the corresponding prices. 


The assignments of the five-year plan for the rema. tng years of the five-year per- 
fod with respect to increase in the volume of production and labor productivity, if 
necessary, that is, in the case of a disparity between the established amount cal- 
culated according to commodity output and the data obtained for NChP, will be re- 
approved under the established policy in keeping with the rates of growth of the 
normative net output. 


The indicator of NChP should occupy a position in analytical work as well. Above 
all it is necessary to conduct an analysis of the dynamics and structure of the 
normative net output for 1980-1981 and reveal the influence of individual factors 
on it. This will make it possible to reasonably determine the tendency of the 
changes in volume, dynamics and structure of the NChP in 1982-1985 and subsequently. 


The indicator of NChP should be included in all forms for planning and accounting 
documentation at enterprises and their subdivisions which are affected by data con- 
cerning production volume and indicators calculated on the basis of this. 


An indispensable condition for success in work on the basis of the indicator of 
NChP, as the experience of many enterprises that use it shows, is prompt economic 
preparation of personnel. 


The Introduction of the Indicator of NChP 


The NChP indicator is already being used by 3,200 enterprises of 34 ministries and 
departments. 


They include the USSR Ministry of the Petroleum Refining and Petrochemical Indust?s, 
Ministry of the Chemical Industry, Ministry of the Fertilizer Industry, Ministry 
of Instrument Making, Automation Equipment and Control Systems, Ministry of Agri- 
cultural Machine Building, Ministry of the Aviation Industry, Ministry of the Ship 
Building Industry, Ministry of the Radio Industry, Ministry of Construction, Road 
and Municipal Machine Building, Ministry of the Electronics Industry, Ministry of 
the Defense Industry, Ministry of Machine Building, Ministry of the Pulp and Paper 
Industry, Ministry of Construction Materials Industry, Ministry of Light and the 
Food Industry, Ministry of the Meat and Dairy Industry, Ministry of the Fish Indus- 
try, Ministry of the Medical Industry, and also vrocessing enterprises of the USSR 
Ministry of Power and Electrification, Ministry of the Coal Industry, Ministry of 
Procurement, the USSR Goskomsel'khoztekhnika, USSR State Committee for Forestry, 

the USSR Ministry of Industrial Construction, the USSR Ministry of Construction, 
USSR Ministry of Rural Construction, the USSR Ministry of Installation and Special 
Construction Work and a number of other ministries and departments. 


Four ministries--the Ministry of Light and the Food Industry, the Ministry of Power 
Machine Building, the Ministry of Heavy Machine Building and the Ministry of Ma- 
chine Building for Animal Husbandry and Fodder Production--have already completely 
changed over to the indicator of NChP. 














Beginning with January 1982 the indicator of NChP will be used by the majority of 
ministries and departments, including all machine building ministries. 


In 1982 the following should fully change over to the indicator of NChP; 


the Ministry of the Electrical Equipment Industry, Ministry of Chemical and Petro- 
leum Machine Building, Ministry of the Machine Tool and Tool Building Industry, the 
Ministry of Instrument Making, Automation Equipment and Control Systems, the Minis- 
try of the Automotive Industry, the Ministry of Agricultural Machine Building, the 
Ministry of Conetruction, Road and Municipal Machine Building, the Ministry of the 
Ship Building Industry, the Ministry of the Electronics Industry, the Ministry of 
the Pulp and Paper Industry, the Ministry of the Construction Materials Industry, 
the Ministry of Light and the Food Industry, the Main Administration of the Micro- 
biological Industry, the Ministry of the Medical Industry and also processing enter- 
prises of the USSR Ministry of Power and Electrification, the Ministry of the Petro- 
leum Industry, the Ministry of the Gas Industry, the Ministry of Nonferrous Metal- 
lurgy, the USSR Goskomsel'khoztekhnika, the State Committee for Forestry, the Minis- 
try of Heavy Construction, the Ministry of Industrial Construction, the Ministry of 
Construction for Petroleum and Gas Industry Enterprises, the Ministry of Rural Con- 
struction, the Ministry of Transportation Construction, the Ministry of Construction 
in the Far East and Transbaykal Regions, the Ministry of Installation and Special 
Construction Work, and the Ministry of Procurements. 





In 1983 it is intended to complete the changeover to the application of the indica- 
tor of NChP in the following: 


the USSR Ministry of the Petroleum Refining and Petrochemical Industry, the Ministry 
of the Chemical Industry, the Ministry of the Fertilizer Industry, the Ministry of 
the Aviation Industry, the Ministry of the Radio Industry, the Ministry of the Com- 
munications Equipment Industry, the Ministry of the Defense Industry, the Ministry 
of Machine Building, the Ministry of Light and the Food Industry, the Ministry of 
the Meat and Dairy Industry, the Ministry of the Fish Industry and also processing 
enterprises of the USSR Ministry of Ferrous Metallurgy and a number of other minis- 
tries and departments. 


The USSR State Committee for Prices Announces: 
Lists of Wholesale Prices and NChP 


The distribution of lists of wholesale prices and normatives of net output that will 
be in effect beginning 1 January 1982, according to announcements of ministries and 
departments of the USSR and union republics directly to the enterprises and organi- 
zations under their jurisdiction through the central retail agency Soyuzpechat' has 
been completed. 


Lists of new wholesale prices approved by the USSR State Committee for Prices and 
the state committees for prices of the union republics as well as USSR ministries 
and departments have been published and sent to ministries and departmeuts of the 
USSR and union republics as well as price setting agencies. 
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Additional price liste for products, wholesale prices or NChP's which have been 
approved or will be approved in the future (after the publication of the basic 
price list) are beginning to come off the press. The supplementary price lists in- 
clude prices for new kinds of products or individual items that are not included in 
the new price lists and also for certified producte for which increments to whole- 
sale prices have been established or extended, 


The USSR State Committee for Prices has informed the ministries and departments of 
the USSR and the union republics and asked them to inform the enterprises and organ- 
izations under their jurisdiction that in the future the distribution of supplemen- 
tary price lists will be carried out according to the previous system, that is, 
through the ministries and departments. The Preyskurantizdat will send the 
ministries and departments the necessary quantities of supplementary price lists 
which should be supplied to the interested enterprises and organizations under 
their jurisdiction. 


All necessary reference material concerning prices of products included in the price 
list which have been approved by the USSR State Committee for Prices and the state 
committees for prices of the union republics as well as ministries and departments 
of the USSR can be obtained from the state committees for prices for the union and 
autonomous republics, divisions for prices of the councils of ministers of the 
ASSR's, the ispolkoms and kray, oblast, and city (cities under republic jurisdic- 
tion) soviets of peoples' deputies that have regular supplies of price Lists. 


The advantages of using the indicator of NChP in our economic practice are obvious. 
But they are achieved not automatically, but on the basis of a large amount of cre- 
ative work on the part of labor collectives, a rise in the overall level of techni- 
cal equipment, technology and organization of production and labor, and improvement 
in methods of planning, analyzing and evaluating the results of work and economic 
stimulation. 


The significance of NChP must be considered in connection with other measures for 
improving the entire economic mechanism in the modern stage. The role of the indi- 
cator of NChP in this important matter consists primarily in the creation of plan- 
ning and economic prerequisites for conducting this work on an objective basis, 
through correct reflection of the internal efforts of labor collectives to provide 
for increased production and labor productivity and better utilization of the wage 
fund and fixed production capital. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


BIRMAN DISCUSSES USE OF CREDIT TO STIMULATE PRODUCTION 


Novosibirsk EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA (EKO) in Russian 
No 7, Jul 81 pp 26-36 


[Article by Doctor of Economic Sciences Professor A. M. Birman (Moscow): "Financial 
and Credit Levers and the Intensification of Production’ 


/Text/ The 26th CPSU Congress set a wide range of tasks in all areas of economic 
working, including for finance as a specific set of economic relations in the proc- 
ess of reproduction: to enhance the role of financial and credit levers in the in- 
tensification of production, to strengthen cost accounting and to promote the 
policy of economy. 


How to Get Rid of "Empty" Money 


The analysis of these tasks should, apparently, begin with the financial measures 
which promote the elimination of the ex‘:sting imbalance of individual sections of 
the national economic plan--the origin of all the difficulties in the development 

of the economy, It is common knowledge that the lack of monetary assets for the 
performance of construction and renovation and the acquisition of physical assets 
bothers managers little. The term “empty” money has appeared, by it the managers 

of enterprises mean the assets of stimulation funds and even centralized capital in- 
vestments, which cannot be materialized. To the reproaches directed to supply work- 
ers they respond reasonably: "But why do you have assets for the acquisition of 
nonexisting physical assets?" We have here an exaggerated idea of the amount of 
financial resources which the national economy has at a given moment, 


What are the causes of this phenomenon? 


There are several of them, First, the consolidated financial plan, which is drawn 
up by Gosplan, was not of a mandatory nature. Moreover, it was calculated accord- 
ing to a method which clearly overstated the amount of financial resources. It 
was considered that it covers only state enterprises, but in the profit and the 
turnover tax, which are paid by industry and wholesale trade, there was, of course, 
a surplus product of significant amounts, which was created at kolkhozes. Mean- 
while the needs of the cooperative sector of the economy for resources were taken 
into account far from completely in the consolidated financial plan. But since 





For purposes of discussion. 
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“nature does not tolerate a void," significant amounts of overdue debts of kolkhozes 
to the bank were the result of the incorrect method, 


Second, the state budget frequently mobilized assets which were not financial re- 
sources for it. As is known, the resources, which the national economy can trans- 
fer to the revenue of the state budget, are by no means equal to the receipts from 
the sale of products and even to the amount of monetary accumulations. A portion 
of the profit, the amortization deductions and some other internal assets, which 
are necessary for ensuring the rate of the development, which is stipulated by the 
plan, should be left to the sectors of the national economy. The standard method 
of the distribution of the profit is also based on this principle, However, for 
many years a number of sectors of the national economy did not receive resources for 
the formation of the increase of working capital, a portion of the assets of the 
economic stimulation funds was diverted for purposes which have no relation to the 
purpose of these funds, a considerable portion of the fund of the markdown of un- 
saleable goods, the excess of the amounts of obtained fines over the paid fines and 
others were confiscated for the revenue of the budget, In other words, there were 
used as financial resources monetary assets which were not such, Again due to the 
"treachery" of nature, which does not tolerate a void, all these amounts were made 
up for by bank credit. 


But, perhaps, the entry in the revenue of the state budget of the turnover tax, 
which no longer existed, is of even greater importance, After the sale by the 
wholesale base of a commodity, which is liable to the turnover tax, the State Bank 
transfers the corresponding amount to the budget from a special loan account, But 
the commodity has still not been sold in the economic meaning of this term. It has 
merely been transferred from the wholesale to the retail unit, The available data 
show that the time for the selling of footwear, many knit items, household goods, 
haberdashery articles and several other goods comes on the average to months, and 
at times years. Meanwhile the turnover tax, which was received as an advance, has 
already been used as a source of financial resources. 





The considerable imaginary surplus of financial resources is caused by the tech- 
nique of extending bank credit. An enterprise, which has lost a portion of its in- 
ternal working capital, can receive under certain conditions a bank loan in order 
to get out of a difficult financial situation and to have an opportunity to make up 
for the shortage of this capital. In this case (and it is not rare) it is not 
physical assets, but the future profit that is the collateral for the credit, But, 
after receiving the loan, the enterprise settled accounts with its creditors, while 
the latter keep the received assets in the bank, and the bank uses these assets for 
issuing a new loan. Such a "spontaneous origin" of credit resources was noted by 
K. Marx, who indicated the difference between real and imaginary resources. 


Finally, in the long-range plans the amount of financial resources is exaggerated 

as a result of the incomplete consideration of t* oe Which is necessary for the 
placement of new enterprises into operation anc “vt of their profitable opera- 
tion. If, for example, according to the plan a gave project should begin to pro- 
duce output starting in January 1981, a specific amount of accumulation is already 
recorded in the plan of this year and a portion of it, which is to be ps‘! into the 
revenue of the state budget, is allocated for the financing of new construction. 

But statistical data show that the real amount of unfinished construction exceeds 
the planned amount. Some portion of the profit was not created, since the capital 





was not put into operation, while those, for whom this profit was intended, long 
ago ordered the plane and, perhaps, the equipment and are performing the preliminary 
work, 


The brief moral from such a lengthy discussion reduces to the fact that the complete 
balance of all the sections of the national economic plan requires as precise a 
knowledge as possible of the amount of financial resources which the country has 
during each given five-year plan (by years). 


Thus, the formulation of a consolidated financial balance of the country is neces- 
sary, which is stipulated by the decree of the CPSU Central Committee and the USSR 
Council of Ministers of 12 July 1979. Let us repeat the opinion expressed by us 
several years ago in EKO (No l, 1975): /it is necessary to begin with the financial 
balance/ /in boldface/ and on its basis to determine the possible amounts of capi- 
tal investments, sociocultural and other expenditures. But repetition is required 
because the opinion that one should begin with tons, units and cubic meters and 
then "miscount™ everything in rubles, is very widespread, 


Why is it necessary to begin with the financial balance, and not the material bal- 
ances? Because the physical balances are not reducible from the standpoint of the 
reimbursement, accumulation and consumption funds. The diversity of their use 
values creates in the process of planning the possibility of so many versions that 
no computers will divide the total national product in its physical terms into the 
just indicated components. It is here that precisely such an indicator as money 
is needed. The mutual interweaving and influence of thousands of circumstances and 
factors are eliminated, and the dynamics of the items of the financial plan lends 
itself to forecasting with fewer errors than in the case of any other balances. By 
knowing the financial resources of the 10th Five-Year Plan, it is possible to deter- 
mine with a sufficient degree of accuracy their amoun* during the llth Five-Year 
Plan and, progressing from five-year plan to five-year plan, for the distant 
future. 


What has been said does not imply the advantage of value indicators over physical 
indicators, It is a question only of what it is more appropriate to use and when. 


Precise knowledge of the financial resources of the country and their division into 
statewide and sectorial resources will help to eliminate "empty" money. The man- 
ager will receive the necessary assurance of the possibility of transforming money 
into a commodity, and this, of course, will strengthen cost accounting. 


The formulation of a consolidated financial balance of the country requires the 
solution of many theoretical and methogological problems. The scope of the article 
does not make it possible to dwell on them, but it is necessary to speak about one 
of them. It is necessary to define theoretically the concept (and consequently the 
composition) of financial resources, to distinguish them from credit resources, 
within them to distinguish statewide resources and sectorial resources (the re- 
sources of ministries), to define financial resources more precisely with respect 
to the forms of socialist property and the time of their formation. There is a 

lot of work here, but without the prior solution of general problems we will not 





1. See the very interesting statements about the place and importance of the bal- 
ance in the article of V. D. Belkin and V. V. Ivanter (EKONOMIKA I MATEMATI- 
CHESKIYE METODY, No 2, 1980). 
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“encounter'’ chem all the time (to use the expression of V, I, Lenin), when we are 
busy with » «cutes, instructions and other "prosaic" documents, 


Legitimized Equal Profit Plus Stimuli 


Our party requires managers and the collectives of enterprises to increase the ef- 
ficiency and quality of work, to increase the contribution to the national "money 
box." It is necessary to include this global demand in the practice of everyday 
work via a system of driving belts, And the real interrelationships, which form 
the activity of enterprises from day tc ‘ay, are the "driving belts." And here we 
come across an extremely remarkable phenomenon--the reluctance of some economists 
to take into account the real scale of the USSR national economy. 


The suggestions being made are correct in the abstract: one must take into ac- 
count, they say, not the volume of the commodity turnover (this is the "gross"), 
but the real contribution of each trade enterprise. But there are more than 1 mil- 
lion of them, these enterprises, in the country! And primarily people with an 

8th to 10th grade education, which, moreover, was received in many instances 

10-20 years ago, are working as economists in trade. One must give incentives, 
they say, subject to the specific result of each individual measure, But there are 
trillions of them a year! 


Everything that society requires of the enterprise should be "built into" those re- 
lations, without which an enteiprise cannot live, which form inevitably, just as we 
breathe while sleeping or during a conversation. That which has been introduced 
either does not take root or requires tremendous additional work on planning and 
accounting. Moreover, withouc affecting real everyday relations, such indicators 
afford great opportunities for “ostentation" and attributions of a "conditional 
saving," for which they receive by no means conditional bonuses. 





Generally the activity of enterprises and its results take the form of expenditures, 
revenues and accumulations, It is necessary, in our opinion, to "build into" these 
three fundamental components of management the demands formulated by the party on 
the continuous increase of the efficiency and quality of work. Specifically speak- 
ing, it should be profitable for the enterprise to make what the national economy 
needs and to make it most efficiently. But this, it would seem, elementary demand 
of the profitability of production is subject to anathematization by many econo- 
mists and workers of trade and the organs of material and technical supply. They 
reproach the directors of plants and factories for the fact that the latter, by 
striving for a profit, are violating the assortment: they are sewing woolen shirts, 
but they are upsetting the plan on cotton shirts. They produce jackets for adults 
costing 39 rubles each, but do not make them for adolescents, since the labor inputs 
are nearly the same, but the price is a third as much, and so forth. 


At the 24th party congress it was stated that many enterprises shun advanced tech- 
nology and good technical items like the devil shuns frankincense, At the con- 
gress it was stated that it is necessary to create those conditions which would 
force enterprises literally to pursue technical innovations and advanced technology. 


The conditions, on which they will pursue technical innovations, are stipulated by 
the decree of the CPSU Central Committee and the USSR Council of Ministers of 

12 July 1979--a very large markup for high quality, a very large price reduction 
for items of the second category. If they take away 50 percent of the profit, by 











means of which the material incentive fund is formed, this will force them to pur- 
sue technical decisions, The demands of profitability are being legitimized: what 
is profitable for soctety will be profitable for the enterprise and each of ite 
workers; on the other hand, what is profitable for the enterprise will be profitable 
for society. Enterprises should make what is profitable for them. The directors 
of enterprises have no other choice, They are accountable to the budget and the 
bank and should create stimulation funds. The manager should worry about the prof- 
itability., But let those on whom this depends, that is, the Committee for Prices 
and the Ministry of Trade, ensure them a profit. This should be an equal profit 
plus stimuli to assimilate new items and new technologies. Such a stimulus is 
called for in decisions of the party and the government, 





But there can be no ideal equal profitability when there is an enormous diversity 

of the assortment of products being produced, What is to be done? Since the indi- 
cator of the standard net output eliminates the interest of managers in the use of 
expensive materials, the difference in the labor-output ratio of items may be the 
min temptation to violate the planned assortment. It seems that the following sug- 
gestion is useful. The new prices are to be set up in such a way so that the prof- 
it is added in an equal percentage per ruble of wages. If an item is more labor- 
consuming, the profit will be greater. Thus, a stimulus to produce various items, 
including, for example, jackets for adolescents, will appear: the labor inputs are 
the same, the wage is the same and the profit will be the same. 


In EKONOMICHESKAYA GAZETA (No 2, 1980) in an article of Comrade Yu. Krotov an argu- 
ment was raised against such « suggestion: in those sectors, in which the basic 
structure of the capital is high, there are not enough resources so that the enter- 
prises could pay for the capital. 


When we speak about equally profitable conditions, we have in mind sectors or sub- 
sectors. If we provide a garment factory with a profit of 10 kopecks per ruble of 
wages, while in turbine building we provide a profit of 2 rubles per ruble of 

wages, this will in no way lead to the violation of the assortment, since the gar- 
ment factory does not make turbines. Changes in the assortment can occur only with- 
in a sector or subsector. And our task is to ensure within these limits an equal 
profit for all enterprises, so that there would be enough for the payment for capi- 
tal and so on. 


From Self-Sufficiency to Self-Financing 


The changeover of the national economy to intensive methods of functioning found 
expression in the area of finance in the changeover at first as an experiment from 
the self-sufficiency to the self-financing of sectors and large economic associa- 
tions (the Main Administration of Motor Transport of the Moscow City Soviet Execu- 
tive Committee). The difference, let us recall briefly, consists in the fact that 
in the case of the self-financing of a sector or an association they do not, as a 
rule, receive allocations from the state budget and make capital investments from 
their own revenues (with the participation of credit in necessary instances). The 
payments from the profit into the revenue of the state budget are guaranteed, that 
is, they are made in amounts which have been specified for 5 years in advance, even 
if the sector (through its own fault) did not receive in full the planned profit. 
The standards of the division of the profit into parts, which remain in the sector 
and are transferred to the budget, are established on the basis of the planned 
needs of the sector and the level of its profitability. In the case of 
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welf-aufficiency the capital investments and a number of other outlays are backed by 
financing to a considerable extent from the atate budget. Here the payments to the 
budget are reduced when the enterprises do not receive enough profit. In other 
words, the state is responsible for the faults of the enterprise, although in ac- 
nea wo gees the Statute on the Socialist State Enterprise such responsibility te 
precluded, 


Like any new matter, self-financing at first evoked on the part of some scientists 
and experienced workers objectives of various sorte, up the the fact that, ostensi- 
bly, the law of value is becoming the main regulator of the proportions and rate of 
development of the national economy, which cannot be allowed for the socialist 
economy. But the dream is bad, and God is merciful. The experience of the past 

10 years has confirmed the validity and timeliness of the increase of the level of 
demands on managers on the part of society. Today to campaign for self-financing 
is equivalent to proof of the correctness of the multiplication table. The intro- 
duction of a standard method of distributing the profit and of guaranteed payments 
from it into the revenue of the state budget is called for by the decree of the 
CPSU Central Committee and the USSR Council of Ministers of 12 July 1979. 


The changeover from simple self-sufficiency to self-financing, which integrally in- 
corporates the expansion of the credit relations of the sectors of the national 
economy with the bank, denotes without any exaggeration a new qualitative stage in 
the development of cost accounting. It is sufficient to familiarize oneself with 
the practical experience of the work of the sectors, which already are self- 
financing, in order to be convinced with the utmost obviousness of how much the re- 
sponsibility of all the levels of management for the progress and results of the 
work has increased. Information is received promptly and is studied carefully. 
Steps which prevent possible disruptions are taken in advance. Initiative is en- 
couraged and laxity is punished. It is easy to explain the reason: the “broad 
back" of the state budget has disapoeared. One must build, as one must live, with- 
in one's means, but no one will make it possible not to build. 


Life, however, should not stand still. Self-financing is also obliged to develop, 
it cannot consist only in the fact that all industrial and other ministries will 
follow the example of instrument making, which has been changed over to this ad- 
vanced system. In this area as well there are problems which require thought and 
discussions. 


Up to what level is the standard distribution of the profit obliged to come? The 
Main Administration of Motor Transport of the Moscow City Soviet Executive Commit- 
tee applies it to every motor transport enterprise, the Ministry of Instrument Mak- 
ing, Automation Equipment and Control Systems uses it for the sector as a whole. 
Both sides have serious arguments. The closer the requirement of self-financing is 
to the site of the real production process, the stronger its influence is on this 
process. The counter argument is that for the sector as a whole the need for capi- 
tal investments, the increase of the standard of working capital and the expendi- 
tures on science follows a more or less uniformly ascending curve and this forms 
the basis for the elaboration of the standard of the distribution of the profit for 
5 years. For the individual enterprise the "peaks" of accumulations and invest- 
ments are very sharp and dynamic: for the present they are building, much capital 
is needed, then in a few years they will not be building. Apprarently, the solu- 
tion of this question will be different in different sectors. 














A Continuous Money Turnover le Needed 


The true conformity to the plan of each of the trillions of economic operations te 
ascertained by calculations: if the supplier has completely met the conditions of 
the contract, while the buyer has paid for the commodity on time, the circuit te 
closed, Nonpayment attests to some irregularity, to a disproportion, be it even a 
amall one. The indication of V, I. Lenin that the money turnover is called upon to 
verify "the correctness of the turnover of the country" ie well known. 


The introduction as an evaluating indicator of the sale of products, that is, not 
the shipments, but the payment of assets to the account of the supplier, aroused a 
storm of emotions: why should we, the suppliers, euffer from the buyer's lack of 
money, the irregularities in the work of the bank and the organe of communication’ 
In reply to the explanations that this ie a natural, although aleo not painless, 
means of untying the "Little knote" and establishing discipline in contractual re- 
lations (for each supplier is aleo a buyer), the suppliers anewered with the Uzbek 
saying: "So what if the world is wide, if my shoes pinch...." 





The decree of the party Central Committee and the government met the suppliers half 
way, it is stipulated in it that the bille accepted by the buyer, if he does not 
have the assets, are paid by the bank. A loan is issued to the buyer for a term of 
up to 60 days and a higher interest rate is imposed for it. If the loan is not 
paid off in time, the extension of credit to the buyer is continued, but at an even 
higher interest rate. It is necessary to carefully study the practice of the use 
of this procedure of settlements and not to allow it to lead to automatism in the 
issuing of assets. This is especially necessary as in many instances payment pre- 
cedes acceptance (so-called ensuing acceptance is in effect). The checks made by 
banks show that the cases of the drawing up of bills for unreceived goods and serv- 
ices, or unordered and excess deliveries, as well as early deliveries are frequent. 
The resistance of banks to the formation of above-standard reserves of commodity 
stocks is being complicated: after the payment of the bill, just as after a fight, 
it is useless to shake one's fists. Further, loans of such a nature increase the 
notion of credit resources. This is especially important for the All-Union Bank 
for Financing Capital Investments, which issues assets for the payment for equip- 
ment and other long-term investments. A continuous money turnover is needed not 

as an end in itself, but as confirmation of the planned process of reproduction. 
Its detachment from the movement of physical assets would make effective management 
difficult. 


Why did we begin to speak about automatism? In the history of the credit relations 
of banks with enterprises there was a short period of time, when the bank paid in- 
stead of the buyer, if there was nothing in the latter's account. Such a practice 
did great harm to the economy and was abolished. Now, of course, it is not 1930 
and all analogies are conditional, but the lessons of history should not be forgotten. 


In spite of all the achievements of the financial policy of the USSR, the potentials 
incorporated into finance are still not being fully utilized. 


The improvement of planning and the strengthening of the influence of the economic 
mechanism on efficiency and work quality should not leave aside the forms and meth- 
ods of financial and credit work. 

COPYRIGHT: Izdatel'stvo "Nauka", “Ekonomika i organizatsiya promyshlennogo proiz- 
vodstva", 1981 
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RESOURCE UTILIZATION AND SUPPLY 


WEST SIBERIAN GOSSNAB OFFICIAL DISCUSSES SUPPLY 
Moscow MATERIAL'NO-TEKHNICHESKOYE SNABZHENIYE in Russian No 7, Jul 81 pp 20-26 


/Article by A. Babanakov, chief of the West Siberian Main Territorial Administra- 
tion of USSR Gossnab (Novosibirsk): "A Key Task of the Five-Year Plan"/ 


[Text] In the basic documents of the CPSU and the Soviet Govern- 
ment over the past decade attention has been repeatedly directed 
to the need for the economical, efficient use of material re- 
sources. And this is not by chance. At present the proportion 
of the consumption of raw materials and materials in industry 
has come to more than 60 percent of all the expenditures on the 
output of the commodity production. Therefore, its decrease by 
just | percent provides a saving of about 4 billion rubles a 
year. In fact, the effectiveness is even greater, if we bear in 
mind that at the same time organic natural resources are being 
preserved and pollution of the environment is being decreased. 


In speaking about the drive for economy and thrift, it is not out of place to re- 
call that nature was and remains the main store of natural raw materials, but its 
resources are not unlimited, to a considerable extent they are also still irrepro- 
ducible. For this reason in the Accountability Report of the CPSU Central Commit- 
tee to the 26th party congress Comrade L. I. Brezhnev emphasized that "a simple and 
very ordinary matter, it would seem, is becoming the core of economic policy--a prac- 
tical attitude toward public property, the ability to use completely and efficient- 
ly everything that we have. The initiative of labor collectives and mass party 
work should be aimed at this. The technical policy, t.e investment policy and the 
system of plan and accounting indicators should be aimed at this." 


An important place in the economy of material resources, the reduction of expendi- 
tures of the main types of means of production, the use of secondary waste products 
and byproducts and the elimination of losses in all the sectors of the national 
economy is assigned to USSR Gossnab, to all its structural subdivisions, especially 
territorial organs on the local level. The West Siberian Territorial Administra- 
tion of USSR Gossnab is performing much planned work in this direction. 


In providing material resources to more than 9,000 consumers located in Novosibir- 
skaya, Omskaya and Tomskaya Oblasts, we are organizing the direct supply of one of 
the largest industrial centers of the country, which annually consumes millions of 
tons of ferrous and nonferrous metals, hundreds of thousands of tons of various 











kinds of pipe, metallurgical raw materiale, paint, varnish and chemical products, 
paper, Lumber and cement, 


The value of the reserve commodity stocks for 1 day at the enterprises for deliv- 
erles of products of the territorial administration comes to more than 100 million 
rubles. 


Our region is the largest supplier of finished products to the consumers of all the 
economic regions of the country, That is why the drive for the efficient and eco- 
nomical use of raw materials, materials, machines and equipment is acquiring partic- 
ular importance, For the achievement of a positive influence on the solution of the 
set tasks the workers of the administration are using an extensive arsenal of vari- 
ous forms and methods. We are devoting particular attention to such directions as 
the monitoring of the efficient use of material, fuel and energy resources, the 
formation of a progressive standard base and the monitoring of norm setting, the 
identification of above-standard surpluses and reserves of commodity stocks, the 
recovery of waste products and the use of secondary raw materials and returned 
packaging, the organization of competition for the economy of resources. 





A unique "headquarters" in the person of two inspectorates for the monitoring of 
the storage and use of material, fuel and energy resources and four divisions (for 
the economy of material resources, secondary material resources and packaging, 
material resources and balances, the organization of material and technical supply 
and the automated control system) is in charge of and organizes this work. 


The Novosibirsk Department of the State Timber Inspectorate of Soyuzglavles, the 
oblast inspectorates for the monitoring of the use of petroleum products of the 
RSFSR Main Administration for Transport and the Supply of Petroleum and Petroleum 
Products and the Siberian Vtorogneupor Administration of Soyuzglavogneuporsnabsbyt 
are equal members of the “headquarters.” Specialists of the Siberian regional in- 
spectorate of the State Inspectorate for Service and Quality of Refractories of the 
USSR Ministry of Ferrous Metallurgy, the Novosibirsk Branch of the Orgpriminstrument 
Institute of the Ministry of the Machine Tool and Tool Building Industry and the 
oblast inspectorates for the monitoring of the use of heat and energy resources of 
the USSR Ministry of Power and Electrification and workers of scientific research 
institutes, enterprises and organizations also take an active part in the checks 
being made. 


In addition to the coordinating organizations of the staff of the administration 
the commodity divisions of all the specialized (in Novosibirsk) and general-purpose 
(in Omsk and Tomsk) supply and marketing administrations, that is, the services 
which supply consumers in accordance with the products list attached to them, are 
performing practical work on the efficient use of resources and their involvement 
in the turnover. Special subdivisions--divisions or groups for the mobilization 

of internal resources--exist in these administrations for the identification and 
sale of above-standard and illiquid stocks. They organize their activity in con- 
formity with the general plan, which is compiled on the basis of the assignments 

of the Main State Inspectorate for the Checking of the Use of Material Resources of 
USSR Gossnab, the instructions of the management of USSR Gossnab, our administration, 
local party and soviet organs. The sections of the plan with respect to themes and 
dates are submitted for the approval of the oblast and city divisions of the 
People's Control, the statistical administrations of the Central Statistical Ad- 
ministration, USSR Gosbank and the All-Union Bank for Financing Capital Investments 
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for the purpose of coordinating the work and making joint comprehensive checks of 
the use of resources at selected facilities, In turnll the departmental inspector- 
ates and monitoring organs constantly maintain contact with the subdivisions of our 
administration, 





The objects for the checks are selected on the basis of the study of statistical re- 
porting, such forms of it as lean, 2-en, 4-en, Ll-sn, l2<en, 13<sn, 15<en and 18<sn, 
The data of form 12=sn, which show the consumption of materials per unit of output 
produced, are analyzed especially carefully. We try to make the checks comprehen- 
sive, in accordance with the main list of materials being used, and all the enter- 
prises and organizations of the selected ministry are subject to inspection. Such 
an approach, as experience has shown, makes it possible to identify the positive 
and negative aspects of the work on the economy of raw materials and materials with 
a breakdown by department. We send copies of the certificates of the checks with 
the findings and suggestions to the appropriate ministries or departments. As a 
result, they promptly examine them and take steps to eliminate the shortcomings. 
Moreover, we impose monetary and material sanctions against the enterprises and 
organizations at which violations were established. For example, we credit the 
above-standard stocks to the account of allocated assets, redistribute resources 
without the crediting and restoration of the confiscated amounts, readdress the 

en route deliveries to consumers to the enterprises for deliveries of products of 
our administration, submit to the all-union main administrations for supply and 
marketing proposals on the reduction of assets in accordance with the list dis- 
tributed by USSR Gossnab. We turn over the materials on especially persistent 
violators to the organs of the People's Control and the prosecutor's office. 


The most urgent problems, which are detected during the checks, are regularly ex- 
amined at the meetings of the collegium of the main administration. Thus, during 
the period from 1976 to 1981 such questions as the use of paper and cardboard at 
confectionary factories, the fulfillment of the assignments on the reduction of the 
rates of consumption of ferrous metals and fuel, the consumption of cement at con- 
struction trusts, the results of the reviews on the economy of material, fuel and 
energy resources in the region and others were examined in detail. We report the 
adopted decisions without fail to all the concerned subdivisions, while we con- 
stantly monitor their implementation. 


We are devoting much attention to the state of the stocks of raw materials, mate- 
rials and equipment and to the involvement in the turnover of above-standard commodi- 
ty stocks. We specially monitor the enterprises and organizations which constantly 
have above-standard surpluses. We discuss the results of these checks in detail 
with the managers of the enterprises, elaborate along with them measures on the re- 
duction of the stocks and the bringing of them in line with the set standard. In 
this way last year, for example, the above-standard stocks were reduced at the 
Novosibirsk Sibtekstil'mash and Sibsel'mash plants by a total of more than 2 mil- 
lion rubles. Moreover, there ceased to be uncredited stocks there. 


It must be said that some enterprises deliberately try to take more than they need 
and then pay for this. Thus, the managers of the commercial services of the Novo- 
sibirsk Electric Transport Association for a long time tried to prove to us and the 
organs of USSR Gosbank that they needed stocks which exceeded by two- to threefold 
the standards for some types of products. However, the check that was made showed 
the complete untenability of such arguments. As a result the oblast office of 
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USSR Gosbank eliminated from the extension of credit and did not accept the credit 
application of the association for the first quarter of 1981 against surplus stocks, 
while we, on our part, decreased the transit delivery of flexible cable by 155 km 
and reduced the assets f°r enamels, paints and polyvinyl alcohol, 


An adjusted system of sale of above-standard surpluses liable to redistribution 
has been formed and is operating in our administration. On the basis of incoming 
information on surplus and unneeded materials, as well as the data of the checks 
the division of the economy of material resources of the administration regularly 
publishes and sends to interested clients information lists and express information 
on the availability of nondisposuble materials, Their sale is carried out through 
wholesale stores and enterprises fo. deliveries of products. In this way during 
the years of the 10th Five-Year Plan material resources worth more than 340 million 
rubles were committed to the economic turnover. However, in spite of this, the 
total amount of the absolute above-standard stocks at the beginning of this year 
for the regionas a whole was large and came to about 250 million rubles. Therefore 
we are directing the work of all eervices toward the involvement in the turnover of 
the "frozen" products of Labor. 


All the subdivisions of our territorial administration are actively participating 
in the All-Union Reviews of the Efficient Use of Resources, which are conducted by 
USSR Gossnab, the AUCCTU and the Komsomol Central Committee. Leading workers, en- 
gineering and technical personnel, members of the All-Union Society of Inventors and 
Rationalizers and the Komsomol Searchlight have been enlisted in the search for re- 
serves of economy. Questions of thrift are regularly discussed at party, trade 
union and Komsomol meetings and are reflected in the pages of wall newspapers and in 
the broadcasts of the local radio journal. The managerial personnel of the admin- 
istration use for these purposes the mass media: the press, television, radio. 


We are assigning an important and responsible role in the organization and promo- 
tion of the drive for economy . the recently founded newspaper ZA PLANOVOYE 
SNABZHENIYE, which has a wide circulation. Since the first issues it has taken the 
right course, publishing materials on the experience of leading workers and innova- 
tors, who skillfully utilize material resources and are actively combatting waste 
and mismanagement. 


An important direction of the activity of our administration is the effective organ- 
ization of the standard base of the consumption of raw materials and materials anc 
the monitoring of their efficient use. The inspectorates for the monitoring of 

the storage and use of material, fuel and energy resources are in charge of this 
work. During the checks of enterprises they direct particular attention to the 
improvement of the setting of the rates of the consumption of materials, the state 
of the elaboration and adoption of advanced rates of consumption, the correctness 

of the calculations made of the needs, the compilation of executive material bal- 
ances and work with them. 


For the assurance of the strictest policy of economy and the adoption of advanced 
rates of the consumption of material resources which are distributed by USSR Gossnab 
we annually refine the standard base. This labor-consuming work is providing a 
great economic impact. Just during the revision of the rates of consumption of the 
most important types of raw materials and materials of the list of USSR Gossnab 

for 1981 about 5,000 norms were analyzed. As a result of decreasing some of them 

we should save resources worth more than 1 million rubles. 
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One of the key questions is the economical and efficient use of fuel and energy re- 
sources, It is estimated that at present all the sectors of the national economy 
consume in a year more than 1.6 billion tonsa of conventional fuel, A decrease of 
its consumption by only 1 percent provides the country with a saving of 15 million 
tons. Many enterprises of our region are using these resources economically. At 
most of them plantwide and shop commissions have been set up, review contests are 
held for the best suggestion on the saving of fuel and energy. The Novosibirsk 
Electrothermal Equipment Plant, for example, annually saves on the average 4-5 per- 
cent of the electric power and thermal energy. 


The Metallurgical Plant imeni Kuz'min, the Sibteketil'mash Plant, the Sibsel 'mash 
Plant, the medical compound plant, the tin combine, the Omsk Sibzavod Plant imeni 
Bortsov revolyutsii and the synthetic rubber plant are achieving good results in 
the All-Union Competition for the Best Saving of Fuel and Energy Resources. 


The involvement in the turnover of secondary energy resources is a large reserve in 
the saving of energy resources, At many enterprises they use superheated water and 
the heat of exhaust gases instead of steam, At the Omsknefteorgsintez Production 
Association alone owing to the replacement of the heat-transfer agent about 

12,000 gigacalories of thermal energy were saved, while the use of the heat of the 
exhaust gases of the technological furnaces in the waste-heat boilers and for heat- 
ing the air in the regenerators made it possible to save 82,000 tons of conventional 
fuel, 


However, some enterprises of our region are utilizing secondary energy resources 
unsatisfactorily. Thus, the waste-heat boiler like the KUTsM-30-18, which is capa- 
ble in addition of putting out about 24,000 gigacalories of thermal energy, is not 
working at the Novosibirsk Electrode Plant. 


The conversion of the main industrial enterprises and heat and electric power sta- 
tions to gas, which is forthcoming during the llth Five-Year Plan, should promote 
the more efficient use of fuel. Along with the improvement of the technical and 
economic indicators of the fuel-consuming plants it will make it possible to ob- 
tain a considerable saving of solid and liquid fuel and to reduce the costs for 
their transportation. 


The West Siberian Region annually consumes more than 3 million tons of rolled fer- 
rous metal products. The problem of their efficient use is very topical. At many 
machine building enterprises laborious work is being performed in this direction: 
the designers are reducing the weight of new items and are seeking cost-effective 
metal substitutes, the production workers are learning to cut rolled products ef- 
ficiently and are introducing precision casting and new methods of machining. Ad- 
vanced designs and advanced technological processes, which ensure an increase of 
the utilization ratio of metal, have been developed at the Siberian Plant of Heavy 
Electrical Machine Building and the Novosibirsk Electrothermal Equipment Plant of 
the Ministry of the Electrical Equipment Industry. The cutting of sheet by means 
of a servomechanism, which provides a minimum of scrap, has been introduced at the 
Novosibirsk Plant of Heavy Machine Tools and Hydraulic Presses imeni Yefremov. 


For the purpose. of economy we are seeking opportunities to utilize commerical 
waste products for the needs of internal production and to sell them to other con- 
sumers. In 1980 more than 30,000 tons of commerical waste products, which went for 





the manufacture of industrial products and repair and operating needs, were allo- 
cated to enterprises of the region inetead of quality standardized metal. The 
Novosibirk Administration of Local Industry alone annually receives to meet its 
need more than 5,000 tons of scrap metal, from which it produces consumer goods 
worth nearly | million rubles. 


An important task facing the organs of USSR Gossnab is the organization of procure- 
ments and the use of secondary resources. In the decree of the USSR Council of 
Ministers "On Measures to Further Improve the Use of Secondary Raw Materials in the 
National Economy" it is noted that there are significant shortcomings in this matter. 


In our region the subdivisions of the Novosibvtorsyr'ye and Omskvtorsyr'ye trusts 
are in charge of the work on the collection and processing of secondary resources. 
During the years of the 10th Five-Year Plan they committed to the economic turnover 
more than 300,000 tons of secondary raw materials, including about 40,000 tons of 
textile materials and nearly 200,00 ons of waste paper. If we take into account 
that 60 kg of waste paper save from (ting one fully mature tree, the Novosibvtor- 
syr'ye Trust, which in 1980 procured approximately 30,000 tons of waste paper, 
saved the state 490,000 trees. An additional impact was obtained owing to the fact 
that the cost of the paper and cardboard produced from the collected waste paper 

is half as much as that produced from wood pulp and paper pulp. 


The collection of resources is creating for the administration the steady supply 

of its own processing base with raw materials. The factory of nonwoven materials 
in Omsk and the Krasnyy rekord Factory in Novosibirsk alone during the past 5 years 
have assimilated the production and manufactured more than 12 million of non- 
woven materials, more than 9 million m2 of heat-insulating and soundproofing base 
for linoleum, 3 million m2 of industrial nonwoven materials and 13 million m2 of 
part-wool sheet wadding. 


However, in our region a large amount of still valuable secondary raw materials is 
being lost, thrown out and destroyed. Considerably less broken glass, worn tires 
and bones are procured than the norm. In Novosibirsk only | of the 10 planned re- 
ceiving centers was opened during the 10th Five-Year Plan. The situation in Omsk, 
Tomsk and other cities is similar. A shortage of special small van-stores and con- 
tainers for the collection and transportation of secondary raw materials is being 
felt. 


The situation with the procurement of worn out ties is especially serious. Esti- 
mates show that annually in our country more than | million motor vehicle, tractor 
and other tires are worn out, from which it is possible to recover about 750,000 
tons of rubber, 150,000 tons of chemical fibers and 40,000 tons of steel. But in 
connection with the fact that in recent times the output of tires with a metal cord 
has been increasing sharply, the number of reprocessed tires is decreasing. We 
also have a similar situation in our region. We are placing great hopes in the 
construction impending in 1983 in Omsk of an enterprise for the complete processing 
of more than 900,000 tires a year. The timely placement into operation of this 
unique enterprise, the only one in Siberia, will create the conditions for the ad- 
ditional involvement in the turnover of such valuable secondary waste products as 
are worn out tires, including tires with a metal cord. 


The organization of the collection, repair and processing of reusable packaging is 
another reserve of the saving of material resources in the region, The workers of 
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the Zapsibtara Trust regularly check the state of the preservation of packaging at 
enterprises. Owing to their efforts during 1976-1980 more than 1 million m? of wood 
packaging and about 50,000 tons of reusable cardboard packaging were collected, 
During the same period nearly 460,000 m3 of wood packaging and more than 24,000 tons 
of cardboard packaging were repaired, This saved for the needs of the national 
economy 1.6 million m?’ of scarce lumber, 


We consider the further development of production services and the creation of sort- 
ing enterprises for deliveries to be an important direction of our work. The pre- 
paration of raw materials and materials for consumption in production is not only 
the qualitative improvement of the service of consumers, but also a significant re- 
serve of economy. The total amount of production services here during the 10th 
Five-Year Plan was more than 280,000 rubles. The sorting of metal products 
underwent particular development, The first sorting enterprise for ferrous metals 
has been operatir  .o Novosibirsk since 1974. It supplies 13 regions of Siberia, 
the Far East and Central Asia. A second sorting enterprise for nonferrous metals 
has now been started up. It should be noted, however, that along with the need for 
the further development of the material and technical base of sorting enterprises, 
renovation and retooling their supply must also be improved, For the present the 
suppliers do not consider the shipment of products to these enterprises to be a 
priority. 


A significant saving of instruments of equipment should be provided by rental, that 
is, their provision by supply and marketing subdivisions for a comparatively short 
time for a special fee. Being the most advanced form of the provision of consumers 
with equipment in those instances when they do not use them constantly, rental 
sharply decreases the demand for instruments. Unfortunately, at present there are 
a number of significant obstacles to its development. On the one hand, rental 
organizations do not always receive and, what is the main thing, receive late new 
equipment of domestic and foreign make, while, on the other, the ministries and 
departments, which produce instrument products and equipment, do not provide these 
organizations with the necessary amount of measuring equipment, with instruments 
for adjustment and calibration operations and with spare parts. 


1 would like to dwell on the questions, the solution of which depends not only on 
the territorial organs of USSR Gossnab. First, the imperfection of the general in- 
dicators of the activity of supply and marketing subdivisions adversely affects the 
efficient use of material resources. Unique "scissors" are being created between 
the plan of the commodity turnover (sales) and the plan in conformity with the con- 
cluded contracts and accepted orders. It is impossible to judge fully the fulfill- 
ment of the plan of delivery at an enterprise from the approved permissible percent- 
age of short delivery with respect to the sales volume with allowance made for the 
meeting of the contractual obligations set by the ministries jointly with the all- 
union main administrations of supply and marketing. This permissible percentage 
should be linked with the nomenclatural plan of production and delivery, Other- 
wise it turns out that any enterprise might not fill an inexpensive order because 
this decreases the technical and economic indicators of its activity. 


Second, the poor development of intersectorial cooperation is affecting the saving 
of material resources. In recent years the ministries have done much for ‘he re- 
duction of the list of items and the specialization of plants. This has promoted 
the decrease of labor inputs, the improvement of technology and the increase of 
product quality. But the specialization of production is often carried out with 

















disruptions of the already established contacts between enterprises of different 
sectors, 


Thus, the plant of casting machines and automatic lines through intrasectorial co- 
operation delivers 56 percent of the cast iron to consumers who are up to 4,000 km 
from Novosibirsk. Meanwhile the largest centralized foundries and founding shops 
are located literally in the vicinity of these enterprises. The Kuybyshev and Po- 
sevnaya plants of motor vehicle spare parts (Novosibirskaya Oblast) are forced to 
bring in 11,000 tons of die forgings from Chernigov, Kherson, Kovrov, Votkinsk, 
Tula, Gor'kiy and Chelyabinsk, spending more than 100,000 rubles on transportation. 
At the same time a number of Omsk plants send thousands of tons of stampings to 
Tambov and Astrakhan'., Such inefficient, long-distance shipments and cross-hauls 
arise due to the reluctance of a number of ministries to agree to intersectorial 
cooperation. 


The interests of the comprehensive solution of the problem of the efficient use of 
material resources dictate the need for the further enhancement of the organizing 
and guiding role of the organs of USSR Gossnab. In this connection on the basis of 
existing experience we propose to increase the material interest of enterprises and 
organizations in the reduction of the rates of consumption and the formation of an 
objectively defined standard base. It is also necessary to adopt standard deci- 
sions on the special-purpose financing and priority backing of the measures which 
are aimed at the increase of the efficiency of the use of material, fuel and energy 
resources, to revise the prevailing system of the planning and evaluation of the 
activity of the metal-finishing subdi isions of USSR Gossnab and to differentiate 
the list prices for scrap metal subject to the work on their preparation for con- 
sumption in production. 


The list of materials, with respect to which centralized assignments on saving are 
established, should be enlarged; the special section "Production Wastes to Be 
Turned Over" should be established in the structure of the rates of consumption. 


We anticipate that the automotive industry will begin the output of special motor 
vehicles and trailer-vans for the hauling of various types of secondary resources. 
In order to increase the procurements, in our opinion, it is necessary to estab- 
lish a system of prices, which would stimulate the buying and selling of secondary 
raw materials. It is necessary to introduce the degree of recovery of production 
wastes in the system of the main indicators of the evaluation of the activity of 
the enterprises and organizations of all ministries and departments. In order to 
organize counter trade when procuring secondary resources it would not be a bad 
idea to establish stricter standards of deductions by trade enterprises of goods 
with a higher demand. 


Perhaps not only we, but all the territorial organs of USSR Gossnab need standard 
instructional documents, which regulate the direct long-term ties between product 
suppliers and trade organizations in matters of the timely receipt and return of 
packaging, the increase of its turnover rate without the involvement of intermediate 
links and middlemen. The responsibility of the managers of wholesale and retail 
trade, industrial enterprises and organizations for the quality acceptance from the 
supplier not only of products, but also of packaging, as well as for its delivery 

on the set date should be increased. At the same time the material stimulation of 
the workers engaged in the collection, processing and return of packaging must be 


61 

















improved. "The Instructions on the Procedure of the Delivery, Return and Reuse of 
Wood and Cardboard Packaging" require correction in the area of the decrease of 
the number of regions which are exempt from its return, 


We anticipate that rental organizations will be granted the right to allocate the 
"earned" money for the acquisition of new instruments and equipment. As for the 
sorting enterprises, their priority in the receipt (shipment) of allocated finished 
products from suppliers must be set down in the corresponding standard instructional 
documents. The all-union main administrations of supply and marketing should estab- 
lish the procedure of the planned allocation to them of additional assets for the 
creation and replenishment of nondecreasable assortmental stocks, having provided 

in the plans of material and technical supply for the separate line "The Need for 
the Special-Purpose Creation and Replenishment of Stocks at Sorting Enterprises." 


The solution of the raised problems will promote the further improvement of the 
work on the efficient use of material resources and the increase of the role and 
the influence of the organs of USSR Gossnab on this process. 


COPYRIGHT: Izdatel'stvo "Ekonomika", "Material'no-tekhnicheskoye snabzheniye", 
1981 
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ECONOMIC MODELING AND COMPUTER TECHNOLOGY APPLICATION 


ECONOMIST EXPLAI’ PLAN FULFILLMENT MODEL 


Novosibirsk EKC #0) (KA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in Russian No 7, 
Jul 81 pp 10-2° 


/Article by Candidate of Economic Sciences S. B. Perminov, senior research associ- 
ate of the Institute of Mathematics of the Siberian Department of the USSR Academy 
of Sciences (Novosibirsk): "The Modeling of the Mechanism of Plan Fulfillment"/ 


/Text/ The practicability and reliability of plans and the improvement of the 
mechanism of their fulfillment are one of the central economic problems. V. I. 
Lenin in the work "Ob edinom khozyaystvennom plane" /On the Unified Economic Plan/ 
wrote: ",,.ic is necessary for economists, literary men and statisticians not to 
babble about the plan in general, but to study in detail the fulfillment of our 
plans, ad errors in this practical matter and the means of rectifying these 
errors." 


The management of the socialist, economy presumes the increase, on the one hand, of 
the quality of planning and, on the other, of the efficiency of the economic mecha- 
nism, which substantially influences the results of the fulfillment of the plan and 
the end results of economic activity. The Main Directions of USSR Economic and So- 
cial Development for 1981-1985 and the Period to 1990 contain the condition of the 
consistent improvement of planning, the assurance of the fundamental coordination 
of the plan, economic levers and stimuli and the improvement of the organizational 
structures and methods of management. 


Not all instances of the disruption of the plan can be explained by the negligence 
of economic managers: this economic phenomenon requires a detailed economic analy- 
sis. The need has arisen for the extensive use of mathematical methods for im- 
proving not only the procedures of compiling the plan, but also the management of 
its fulfillment. 


The reliability of the fulfillment of the plan to a considerable extent depends on 
the degree of its balance and detailed elaboration. If the plan is poorly balanced, 
it has little chance of being fulfilled. However, the plan is always more or less 
aggregate, and therefore its apparent proportionality still does not guarantee suc- 
cessful fulfillment. The intersectorial planning balance of the national economy, 
for example, is drawn up in USSR Gosplan and USSR Gossnab in accordance with the 
annual intersectorial flows with a breakdown by hundreds or thousands of types of 
products. A balance according to 4 most detailed products list (millions of line 
items) and on a fractional time scale (days, 10-day periods and months) still does 
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not follow from the balance of the consolidated plan. Much depends, in particular, 
on how the plan is transformed into everyday routine decisions of managers at dif- 
ferent levels of the management of the national economy. The plan with respect to 
such decisions is formulated in aggregate indicators and allows some f ~<uom of 
choice, for example, of certain directions or others of the distribution of pro- 
duction resources between workplaces or of finished products between consumers. 


The freedom of choice is more or less significant depending on the detail of the 
instructional plan and in practice always exists, The possibilities of a choice 
increase even more in case of deviations from the plan, when, for example, a short- 
age of resources arises, The plan, as a rule, does not indicate specific ways out 
of unforeseen situations, Precisely what decision a manager will make depends on 
the set of conditions, which are determined by the effect of administrative and 
economic levers and by the procedure of moral and material stimulation, and on what 
is called the economic mechanism, The increase of the reliability of the plan 

thus means the improvement of not only the procedure of its compilation, but also 
the mechanism of making routine decisions. 


An approach to the evaluation of the quality of the plan, which is based on the 
identification of its functional characteristics: intensity, elasticity, flexibil- 
ity and so on, has been proposed, 2 It is presumed that the plan is not only opti- 
mal with respect to the expenditures and results, but also acceptable from the 
standpoint of each of these characteristics of it. 


Here another approach is being developed. The reliability of the plan can be evalu- 
ated by having "embedded" it in a so-called model of the process of plan fulfill- 
ment (MPVP), which reflects the set of factors which are responsible for the devia- 
tion of the actual results from the results outlined by the plan. Among them there 
are not only external causes (the insufficient supply of resources, the change of 
the processing method), but also internal causes--the lack of coordination of inter- 
ests, inefficient decisions and so on. 


Of course, in order to find out with all certainty how feasible and effective the 
plan is, it should be implemented in practice. But such an experiment in principle 
is not always possible and, at any rate, is expensive. The model of plan fulfill- 
ment makes it possible to obtain such experience on a computer, having "played out" 
on the computer the consequences of certain planning decisions or others. 


In the research on the optimum functioning of the socialist economy the central at- 
tention is devoted to models of planning, while the mechanism of the fulfillment of 
plans has been studied appreciably less. So far there are few developments here 
and even fewer achievements. On the other hand, the activity on assuring the suc- 
cessful fulfillment of the plan makes up the lion's share of the work of the ad- 
ministrative staff of enterprises, supply organizations and sectorial ministries. 


What Is The Model of the Process of Plan Fulfillment? 


The balance sheet conditions, which describe the possibilities of the use of mate- 
rial and manpower resources, as well as production capacities, are the basis of the 
model of planning. However, even a balanced plan might be impracticable due to re- 
strictions of an organizational nature. Such restrictions cannot be shown by the 
balance sheet conditions and are of a more complicated nature. 








The aituation in which for the national economy as a whole there is enough of some 
resource, but at some enterprises it is plentiful, while for others it is in short 
supply, can serve as 4 typical example, In the balance sheet model of a high level 
of the planning hierarchy it is usually presumed that the resovr es are as if in a 
single "pocket" and can be easily redistributed between enterprises. In practice 
enterprises are economically detached and at times are not interested in sharing 
critical resources with enterprises of other departments, 


The inadequate effectiveness of the routine decisions, which are made by managers at 
certain Levels of administration or others, gives rise to another group of restric- 
tions of an organizational nature, which are responsible for the possible impracti- 
cability of the plan, The foreman of the production section and the supply worker 
in their daily activity do not solve any extreme problems (at the least the expendi- 
tures or at the most the output of products). The routine decisions of the lower 
level of management are based, as a rule, on experience. The traffic supervisor, 
for example, regularly has to solve a transportation problem with conditions that 
change little from day to day. As he gains experience, he finds standard methods 

of working out decisions (stereotypes), which substantially facilitate the search 
and usually yield good results. It is nevertheless quite likely that the versions 
of the decision, which guarantee the best utilization of the production potentials, 
will be outside his field of view and will not be implemented. 


Moreover, the routine decisions, from which the fulfillment of the plan is formed, 
are made with incomplete information on their ultimate consequences. Here, for 
example, is the typical operation of the distribution of a critical resource by an 
organization of the supply system between several enterprises. To which of the 
users is preference to be given? Of course, here one should be guided by the end 
national economic efficiency of certain versions of distribution or others. But a 
separate organization in principle does not have all the information necessary for 
this. Therefore, in the making of such decisions the instructions of superior 
organizations, which establish the priority of certain users or others, play an im- 
portant role, along with the plan assignments. 


The named factors impose restrictions of an organizational nature and can have the 
result that a plan, which is feasible from a purely technological point of view, 
will really by impracticable. The model of the process of plan fulfillment thus 
acts as a means of the formal consideration of restriction of this sort. 


The heart of the model of the process of plan fulfillment is the description of the 
process of making routine decisions in production and material and technical supply. 
In practice this process is decentralized in the sense that routine decisions are 
made by the individual links of the national economy, which are separate with re- 
spect to information and management. Each link can, first, consume in production 
those resources and, second, deliver to consumers only those products, which are 

at its disposal. 


These two processes are viewed in the model of the process of plan fulfillment as 
interconnected, The other types of activity (capital construction, the redistribu- 
tion of financial resources, the adoption of new processing methods, day-to-day 
management and so on) are as if a superstructure over them, There serve as the in- 
put parameters of the model of the process of plan fulfillment: a) the plan as- 
signments; b) the information on the initial production potentials of the individual 
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Links (enterprises); c) the algorithms (the mechaniem) of the making of routine de- 
cisions, At the output of the model are the proposed resulte of the fulfillment of 
the plan (the volumes of the output and deliveries of products, the expenditures of 
resources, the placement of capacities into operation). 


From the point of view of the user the model of the process of plan fulfillment ie 
a set of mathematical algorithms and, in the final analysis, a system of computer 
programs ,? It contains not only functional blocks, which correspond to the individ- 
ual economic processes (see Figure 1), but also blocks which simulate the behavior 
of various economic links. Thus, the process of plan fulfillment is a "flow" of 
interconnected routine decisions, each of which is made by some economic link or 
another in conformity with the available means and local interests. The plan prop- 
er, the day-to-day controlling influences of superior organizations, the mechaniem 
of stimulation and so on play the main role in their formation. Therefore the 
clash of the interests and the cooperation of sectorial, territorial and central 
management organizations, as well as of individual enterprises and supply organiza- 
tions are shown in the model of the process of fulfilling the nat onal economic 
plan. Being realized in the mode of man-machine dialogue, the model makes it pos- 
sible to study a wide range of questions, which it is possible to unite into two 
groups: the evaluation of the practicability and effectiveness of the plan and the 
study of the mechanism of making routine decisions. 
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Figure 1 


The model of the process of plan fulfillment does not reduce to an optimization 
problem and therefore in practice does not limit the complexity of the algorithms 
of decision making. Nonlinear relationships, random factors and so on cannot be 
represented in it. Thus, the model of the process of plan fulfillment not only in 
its essence, but also formally is more complex than the traditional model of opti- 
mum planning, in which for the sake of the use of powerful methods of optimization 
(for example, linear programming) it is necessary to agree to great simplifications. 











The use of expert decisions on some routine questions or others is also permissible 
in the model of the process of plan fulfillment. Then the model operates in the 
mode of the business game, which enables it to encompass a broad clase of algorithms 
of the making and coordination of decisions, which lend themselves with difficulty 
to strict formalization, 


The model of the process of plan fulfillment forces ue to look in a different way 
at the very concept of the optimum plan. There are grounds to consider truly opti- 
mal the plan, which leads to the best end results, and does not simply give a maxi- 
mum to the formal criterion in the problem of optimal programming. Since the model 
of the process of plan fulfillment in principle takes into account more essential 
factors, the evaluation of the effectiveness of the plan, which is obtained by means 
of it, can be more accurate than in the tradicional model of planning. This circum- 
stance affords additional opportunities to increase the quality and reliability of 
the plan. 





Another aspect of the use of the model of the process of plan fulfillment is the 
study of the economic mechanism. The model makes it possible to modify the func- 
tions, powers and goals of the different links of the management system. Such an 
experiment in practice involves enormous expenditures and the risk of losses and at 
times is entirely impossible, while in a mathematical computer model it reduces to 
simple operations. 


How Is the Shortage of Material Resources to Be Overcome? 


Such a question in one form or another arises for production managers of the dif- 
ferent levels of the national economic hierarchy. More or less significant dispro- 
portions in the reproductic process, one of the most perceptible manifestations of 
which is delays and disruptio xs in material and technical supply, come to light dur- 
ing the fulfillment of the plan owing to external disturbances and other unforeseen 
circumstances, 


Enterprises are closely interconnected as the suppliers and users of means of produc- 
tion, therefore the upsetting of the plan at one of them, as a rule, affects the 
associated enterprises, disturbing the rhythm of their activity. 


Here is one of the possible situations.‘ Enterprise A (Figure 2) receives a mate- 
rial resource with a delay or not in the full amount, which affects the fulfillment 
of the plan not only by enterprise A, but also at the users of its products (B, C, 
D). The “wave of the shortage" can also be propagated further, encompassing a 
broader and broader group of enterprises and types of resources. How quickly it 
will be possible to cope with the disproportions depends on the organization of the 
mechanism of day-to-day management and the making of routine decisions. It is a 
problem of how to distribute the critical resource effectively, having sent it 
first of all where it will help to eliminate or level the disproportions more 
rapidly. 


The instructional plan of deliveries is usually established by quarters and leaves 
considerable freedom of choice of routine decisions. Here much depends on the 
mechanism of stimulation. The decree on improving planning and strengthening the 
influence of the economic mechanism on production efficiency and work quality 
placed among the main indicators of the activity of enterprises the level of ful- 
fillment of the assignments on deliveries. The method of accounting encourages 
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the uniform fulfillment of the plan of deliveries. Previously, when the indicator 
of product sales was the main indicator, it was often profitable for the enter- 
prise to violate contractual obligations, 
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Figure 2, At the peaks of the curve are the probable levels of fulfillment of the 
l\O-day plan assignments. 


Not only the instructional plan, but also the instructions of sectorial and terri- 
torial organizations of management, which advance demands to assist, to expedite the 
delivery of resources to one user or another, are taken into account when distribut- 
ing products. The informal influence of "go-getters" of the consuming plants also 
plays an appreciable role. In one way or another the supply enterprise when dis- 
tributing products is guided simultaneously by several principles and takes into ac- 
count a large number of factors, the ratio of which also governs the mechanism of 
decision making. 


The model of the process of plan fulfillment makes it possible to compare the ef- 
fectiveness of the versions of the policy of product distribution. Computer simu- 
lation experiments show that even such a reasonable principle, at first glance, as 
the priority of the “bottleneck” (the priority supply of resources to enterprises 
which produce critical products), which is used in pure form, leads to negative re- 
sults. When eliminating one "bottleneck," we deprive other enterprises of re- 
sources, which gives rise to a shortage, and, perhaps, an even more acute one, of 
other types of products. Numerous modeling experiments have shown that those rules 
of decision making in the distribution of products, which efficiently combine dif- 
ferent principles and the effective controlling influence of superior organizations, 
are the most effective. The model of the process of plan fulfillment makes it pos- 
sible to study this question quantitatively, which is especially important for the 
analysis of the methods of decision making. The question of the choice of the meth- 
od of the making of routine decisions and day-to-day management constitutes an im- 
portant national economic problem, in the solution of which modern methods of eco- 
nomic analysis will find application. 


The problem becomes especially urgent when developing ASU's during the formulation 
of the procedures of the coordination of decisions and the linking of planning 





estimates, The simulation model approach is the basis for one of the subsystems of 
the Rossiya ASU, which was placed into trial operation within the first section, 

lt is possible by means of it to perform economic experiments--to change the powers 
of some links or others of the management system, the algorithms of planning esati- 
mates, the methods of stimulation and eo forth, And, of course, the forecasting of 
the anticipated fulfillment of the annual and five-year plan (with allowance made 
for possible insufficient deliveries of resources) holds the central place; the 
evaulation of the effectiveness of controlling influences is the response to the 
question: “What will happen if one shift or another of resources or plan assign- 
ments is made?" 


Such a problem also arises in individual sectors of industry. It is necessary, 
first, to foresee the "bottlenecks" and, second, to take steps to prevent them. 
Let us note that the forecasting of the fulfillment of the plan by the method of 
the simple extrapolation of established trends does not always yield satisfactory 
results. The point is that the ties of enterprises through intrasectorial coopera- 
tion are close, even very negligible, at first glance, deviations from the plan 
can result tomorrow in serious disproportions (see Figure 2). At the Institute of 
Mathematics of the Siberian Department of the USSR Academy of Sciences a model, 
which simulates the interaction of the enterprises of a sector during the fulfill- 
ment of the annual plan, has been developed and is in operation in the form of a 
set of programs for the Unified Computer System. The model is being adopted as a 
block of the subsystem of day-to-day management of the ASU of one of the machine 
building sectors. The model is furnished with a developed "planning worker- 
computer" dialogue system and an input data preparation system. This facilitates 
its incorporation in the "technology" of management and the data flows which exist 
in the sectorial automated control system, 


The problem of the standardization of stocks of material resources is closely con- 
nected with day-to-day management. The traditional formulation of this problem 
examines the individual enterprise in isolation. The enterprise is usually inter- 
ested in high standards of stocks: as a rule, it is more profitable to bear the 
additional storage costs for the sake of decreasing the planned risk under the con- 
ditions of the irregularity of deliveries (transportation delays, violations of 
contractual obligations and so on). However, from a national economic standpoint 
it would be more efficient to hand over the critical resource, which "rusts" in 
the warehouse, to another enterprise, where it is truly needed. Such a noncoinci- 
dence of the ultimate national economic goals and the immediate interests of the 
enterprise lead to the formation of surplus stocks. 


The practical solution of the problem presumes the efficient use of levers of the 
centralized standardization of stocks and the extension of short-term credit. In 
each individual case this requires the examination of the question: At what level 
is it advantageous from a national economic standpoint to maintain the stocks at 
one enterprise or another? Such a problem is in no way inferior in complexity and 
importance to the problem of compiling the optimum production plan, However, 
whereas mathematical economics methods have already become widespread in production 
planning, in the analysis of the mechanism of the standardization of stocks and the 
extension of short-term credit there are substantially fewer results of develop- 


ments. 
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The Model of the Process of Plan Fulfillment and the Problema of the Development of 
the ASU of an Economic Region 


Mathematical methods and computer technology are gaining a more and more secure 
place in the practice of managing the national economy. Automated control systems, 
which are now being developed at all levels of management, are becoming popular. 
The greatest gains have been made in the adoption of ASU's of the enterprise and 
the sector. Regional ASU's for the present are still isolated? and cannot compare, 
for example, with sectorial ASU's in the complexity of the problems being solved 
and the extent of scientific study. 


The lag has been caused by a large number of factors. The difficulties of financing 
and material supply, apparently, play an important role, The fact that local man- 
agement organizations as compared with sectorial organizations are small and more 
poorly staffed with skilled personnel, should also be noted. However, the main 
reason consists, to all appearances, in the greater complexity and specificity of 
the administrative problems of the regional level, 


The problems of planning (long-range, current or day-to-day) constitute the basis 
of the sectorial ASU. While local organizations (party, soviet, economic) are not 
authorized to actually establish the plan assignments for the majority of enter- 
prises of the region, they are responsible for the fulfillment of the state plan by 
the economy of the region. Regional organizations achieve this by methods of so- 
called indirect regulation (the shifting of local resources within the instruction- 
al assignments, the posing of questions to sectorial ministries, central management 
organizations and so on). 


The disproportions in the regional economy are usually caused by the fact that the 
plans of individual enterprises (sectors) are incompatible with each other. Inter- 
sectorial coordination is carried out on the national level and only for an aggre- 
gated products list; therefore, the emergence of disproportions between the sec- 
tors of specialization, the spheres of physical and nonphysical production and so 
on is possible. 


The need for the assessment of the compatibility of sectorial plans arises, for 
example, when solving the question of the location of a new enterprise. It is 
possible to ascertain the effectiveness of the version of location in the model, 
having "embedded" the new enterprise in the system of interrelations between the 
economies of the region. As a result, it is possible to foresee the possible dis- 
proportions (the shortage of raw materials, delays in the placement of capacities 
into operation and so on) and, consequently, to prevent them. The lengthening of 
the construction period and the "freezing" of objects provoke the anxiety of eco- 
nomic organizations. Usually this brings about profound disproportions in the re- 
production process, since a delay in the placement of production capacities into 
operation often entails a shortage of resources for enterprises of other sectors. 


In the formed practice the inclusion of projects in the title lists and the opening 
of financing are a necessary, but far from sufficient condition of the successful 
completion of construction. Construction and installation work, the performance of 
which often, especially in Siberian regions, lags behind the plan, makes up the 
lion's share in capital investments. Construction workers will say that there are 
objective reasons for this--the turnover of personnel and the irregularity of the 
supply of construction materials. For example, many construction enterprises of 


70 





Altayakiy Kray are 80-85 percent staffed, which could not but affect the fulfill- 
ment of the plans, During the construction it often turns out that it makes sense 
to "freeze" one of the projects for the sake of the successful completion of the 
others, Projects, which do not belong to the leading sectors of the national econ- 
omy (projects of the social and personal infrastructure and enterprises of group B), 
are often sacrificed, 


The fallure to back the plan of capital construction with resources also has the 
result that the construction organization is interested, first of all, in the per- 
formance of the volume of work, and not in the turning over of finished projects. 
The decree of the CPSU Central Committee and the USSR Council of Ministers on the 
improvement of planning and the economic mechanism stipulates a number of measures 
which are called upon to ensure the quickest possible placement of projects into 
operation, 


The incompatibility of the investment intentions of sectorial ministries within a 
single region arises, in particular, because in the planning estimates and models, 
which are used when formulating the sectorial plans, capital construction is pre- 
sented in a greatly simplified form and reduces’ in essence to the distribution of 
capital investments. The simplification results from the difficulty of going over 
a large number of versions, 


By means of the model of the process of plan fulfillment it is possible to a cer- 
tain extent to foresee the possible difficulties of construction and to assess the 
effectiveness of one version or another not only from a purely financial standpoint 
(with respect to the conformity to the limit of capital investments or in accord- 
ance with the criterion of the minimum foreseen expenditures), but also from the 
point of view of the reproduction process, to analyze the possibilities of provid- 
ing the construction project with material and manpower resources and so on, The 
model of the process of plan fulfillment reflects in such a case the regional as- 
pect of economics: the construction base is attached to a specific region, while 
the shifting of the capacities of construction enterprises to a considerable ex- 
tent belongs to the competence of the territorial management organizations, whose 
opinion is taken into account by the ministries which draw up the plan assignments 
for the construction workers. 


The combination of the problem of optimum long-range planning and the model of the 
process of plan fulfillment makes it possible to combine the advantages of the op- 
timization and simulation approaches. The optimization model makes it possible to 
go over an enormous number of versions and to discard the obviously unacceptable 
ones, while in the more detailed model of the process of plan fulfillment the se- 
lected versions can receive a more accurate and comprehensive assessment, 


The model of the process of plan fulfillment can also act as a tool of the assess- 
ment of the effectiveness of the policy of forming intersectorial proportions in a 
region. This problem is in essence the core of the comprehensive plan of the 
socio-economic development of a region, which sets the best proportions of the de- 
velopment of the sectors of physical production, the production, social and per- 
sonal infrastructure and so on. The model of the process of plan fulfillment in 
this case describes not only the interaction of individual enterprises of the re- 
gion, but also the process of redistributing manpower resources subject to the lev- 
el of development of the social and personal infrastructure (Figure 3). 
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Figure 3 


Some practical experience of implementing the proposed approach already exists. One 
of the versions of the long-range development of the economy of Altayskiy Kray pro- 
vided for the location there of a complex of plants for the production of equipment 
for the petroleum and chemical industries. The estimated cost of the complex 
amounted to the scale of the 4-year investment program in the kray. 

Simulation estimates on a computer set as their goal to "foresee" the dispropor- 
tions and bottlenecks.© It was found, in particular, that if mainly the present 
construction base is relied on, an acute shortage of construction materials will 
appear, the level of fulfillment of the plan of the placement of capacities into 
operation will not come even to 60 percent, while for projects of the social and 
personal infrastructure it will be even less. The lag may lead to the aggravation 
of the shortage of personnel. The version, thus, not only did not eliminate the 
formed disproportions, but was even able to intensify them. 


Another script provides for the formation of additional construction capacities and 
the balanced development of the sectors of physical and nonphysical production. 

The calculations showed that the situation is forming more favorably: the produc- 
tion volume as compared with the first script increases. Positive changes are an- 
ticipated in the development of the sectors of group B and agriculture. The level- 
ing of the disproportions also favorably affects the progress of the construction 
of the complex of plants. Other versions, which provide for a change of the 
schedule of the development of the complex and so on, were also played out. 


The described model of the mechanism of the formation of intraregional proportions, 
in our opinion, could become one of the central links of the regional ASU. It will 
serve as a good aid not only in the solution of long-range problems which are con- 
nected with the elaboration of the concept of the development of the economy of the 
region, but also in the operational mode--for the forecasting of "bottlenecks" and 
the timely taking of steps to eliminate the disproportions. 
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The question of themathematical economics (model) base of the regional ASU was 
broached here, Problems of a different order are also found in the way of practi- 
cal realization, It should, in particular, be noted that it is impossible to fore- 
see the course of the fulfillment of the plan and in general to make an analysis of 
the regional economy, which is in any way meaningful, without having information on 
the production capabilities of the enterprises of the region. At present such in- 
formation is formed primarily according to the sectorial principle, without the 
knowledge of the territorial administrations of the Central Statistical Administra- 
tion, which are engaged mainly in the gathering of statistical data for the effi- 
cient monitoring of the fulfillment of the plans, The experience of developing 
ASU's shows, however, that the incorporation of mathematical economics methods in 
the technology of planning is impossible on the basis of information, which has 
been collected once, and requires the creation of a reliable, regularly renewed 
information base, This presumes, in turn, specific changes in the composition of 
the statistical indicators which are monitored by the territorial institutions of 
the Central Statistical Administration, 





Such are the main features of the new approach, which is based on the model simula- 
tion of the mechanism of the clash of the interests of individual links of the 
economy during the fulfillment of the plan. The method makes it possible to use 
modern procedures of the mathematical economics analysis of those problems which 
were previously studied prima*ily on a qualitative level. Some experience has been 
gained in the development of workable models and their practical application, 


A large number of difficulties, which are connected, for example, with the identifi- 
cation of the preferences of the people making the routine decisions, the formaliza- 
tion of some actually observed procedures of the coordination of interests and so 
on, arose during the work, Difficulties of a technical nature, which are connected 
with the fact that when using the model of the process of plan fulfillment in the 
mode of man-machine dialogue it is not always possible to get by with standard pro- 
gram packages, as, for example, when solving a number of other problems, are also 
encountered, A specialized and, as a rule, very unwieldy software has to be de- 
veloped. 


The combining into a single whole of the models of optimum planning and the models 
of the fulfillment of the plan within the framework of a specific problem, for 
example, of the sectorial level, remains an independent and still unstudied problem. 
The solution of it and others is possible on the path of the pooling of the efforts 
of economists, statisticians and the representatives of mathematical science. 


FOOTNOTES 


l. V. I. Lenin, Woln. sobr. soch." /Complete Works/, Vol 32, p 344, 


2. V. A. Smirnov, "The Quality of the Plan (Methods of Assessment and Management) ,' 
EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA, No 1, 1978. 


3. The formulation of the model can be found in the book of S. B, Perminov, "Imi- 
tatsionnoye modelirovaniye protsessov upravleniya v ekonomike" /The Simulation 
Modeling of Management Processes in Economics/ (Novosibirsk, "Nauka", 1981). 
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4, For more detail see S, M. Lavlinskiy, 5. B. Perminov, "A Computer Simulation 
Model of the Process of Fulfilling the Sectorial Plan," "Optimizatsiya" /Opti- 
mization/, Issue 23 (40), "Trudy IM SO AN SSSR," Novosibirsk, 1979, 


5. Such ASU's are now being developed in Tomskaya, Sverdlovskaya and several other 
oblasts. 


6. The work was performed jointly with the Barnaul Economics Laboratory of the In- 
stitute of Economics and the Organization of Industrial Production of the Si- 
berian Department of the USSR Academy of Sciences. 
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REGLONAL DEVELOPMENT 


KCONOMILC=GEUGKAPHIC ASPECTS OF REGIONAL PLANNING 


Novosibirsk IZVESTIYA SIBIRSKOGO OTDELENIYA AKADEMII NAUK SSSR, SERIYA OBSHCHEST- 
VENNYKH NAUK in Russian No 6, Part 2, May 81 pp 19-25 


{Article by V.N,. Lazhentsev, Department of kconomics of Komi Affiliate of the USSR 
Academy of Sciences, Syktyvkar: "Economic-Geographic Aspects of Improvement of 
Planning in Administrative-Economic Regions") 


Text]) In the article, certain questions of improvement of territorial planning 
that are directly connected with the theory of economic-geographic research are 
examined, The chief attention is directed to planning on the oblast level in con- 
nection with general problems of territorial organization of productive forces. 


The decree of the CPSU Central Committee and the USSR Council of Ministers "On Im 
proving Planning and Increasing the Influence of the Economic Mechanism on Raising 
Efficiency of Production and Quality of Work" of 12 July 1979 emphasizes the grow- 
ing importance of an optimal combination of sectorial and regional planning, con- 
cretizes the compositions of plans of economic and social development of union re- 
publics and administrative-economic regions and fixes the new tasks of executive 
organs of soviets of people's deputies in the field of planning of labor resources, 
monetary income and expenditures of the population and the development of the pro- 
duction and social infrastructure. It provides for improved elaboration of drafts 
of plans of development of sectors in the territorial context and coordination of 
operation of associations and enterprises with organs of republic and local admia- 
istration. There should especially be selected tasks for improving cost accounting 
and increasing the role of economic levers and stimuli, particularly relating to 
the formation and distribution of economic incentive funds, for the introduction of 
payment for water used by industrial enterprises and taken from water-management 
systems, for economic evaluation of plots of land allotted for construction of 
enterprises. 


Accomplishment of these tasks is connected with the problem of selecting the basic 
unit of regional complex planning. Till now the union republic has been considered 
such a unit. But, in our opinion, with the growing complexity of the regional- 
economic structure of the country, the basic unit of territorial planning is becom 
ing the region of obiast rank and possessing an administrative status. 


At the present time, many authors are studying the problem of optimal combination 
of sectorial and regional planning in connection with administrative-economic 
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regionalization, + The production-economic nature of oblast regions foblast, kray, 
ASSR) was elucidated in the works of A.F. Kurakin? and A,A.Nedeshev.” The selec- 
tion af regions of a given rank corresponds to the objective processes of formation 
of spatial combinations of productive forces, production relations and superstruc- 
tures. The interrelation of these three organizational aspects is expressed in the 
form of unity of production, transport, settlement systems and management systems. 


Planning in administrative-economic regions (oblasts, krays, ASSR), in distinction 
to planning in other type regions, is most closely connected with organization of 
production in the form of regional production complexes (RPC). 


RPC are formed as the result of operation of internal sources of development of 
productive forces (technical, technological, labor). RPC are an economically bene- 
ficial combination for society of enterprises formed in accordance with the princi- 
ples of territorial division of labor and rational use of nature while taking into 
account local social-economic conditions. For an aggregate of production facilities 
to form a regional complex, the presence of economic interconnections is not suffi- 
cient. A certain spatial scale of production is also required. For this reason 

RPC should be considered as’ strictly structural regional subdivisions of the coun- 
try's national economy. Its hierarchical position in production-economic regional- 
ization corresponds to the rank of the region of oblast type selected on the basis 
of administrative-economic regionalization. RPC may be considered as a material- 
technical base of an oblast-type region. Among the conditions determining their 
compatibility, a special place is occupied by the system of settlement, the center 
of its economic gravity and the transportation network. 


Theoretically, the relation of RPC and administrative-economic regions may be con- 
sidered as follows: material production is to be found throughout the entire coun- 
try in the form of RPC; RPC serve as the basis for selection of administrative- 
economic regions. Practice provides certain corrections for the given theoretical 
scheme inasmch as administrative regionalization is not-solely based on the opera- 
tion of economic factors. 


Various relations are observed between RPC and administrative (oblast-type) re- 
gions. There are oblasts with already formed RPC (for example, Leningrad, Moscow, 
Murmanskaya, Sverdlovskaya, Kemerovskaya and many others). The material production 
of a number of regions consists of forming RPC (for example, in Karel'skaya and 
Buryatskaya ASSR, Novgorodskaya, Pskovskaya, Chitinskaya and Amurskaya oblasts, 
Primorskiy Kray and in several other regions). There are examples where there have 
been formed in one oblast (kray, ASSR) two or more RPC or where one RPC encompasses 
completely or partially several administrative-economic regions. In Irkutskaya 
Oblast, two RPC are developing--Irkutsk-Cheremkhovskiy and Bratsk-Ilimskiy; the 
Timan-Pechorskiy RPC and the complex of the Kursk Magnetic Anomaly are each being 
created on the territories of two administrative regions; many promising complexes 
“are also not being added" to existing administrative boundaries. These facts point 
to the need of improving administrative-economic regionalization in accordance with 
the course of formation of RPC and with the constitutional rights of union and 
autonomous republics, autonomous oblasts and autonomous okrugs. 


It follows from what has been said that the planning of material production in an 
oblast (kray, autonomous republic) should be aimed at activating the creation and 
functioning of regional production complexes. The staged raise of planning-economic 











work in oblasts, krays and ASSR to a level that is adequate for objective processes 
of formation of W’C is a condition and basic direction of realization of ideas on 
planning of kPC, 


Some authors* consider large individual RPC as an object of centralized planning 
with the use of indicators for construction and reconstruction of a number of 298 
related production and infrastructure enterprises and institutions. M.K. Bandman 
distinguishes two types of RPC: (1) as a form of spatial organization of a 
material-technical base of the country's economic regions, that is, classical or 
traditional RPC; (2) as a form of spatial organization of productive forces in the 
realization of regional programs of a certain rank, that is, program-goal RPC. Such 
a breakdown in our opinion deserves a positive rating as a methodological method of 
utilizing knowledge of production complexes in the modeling of large regional in- 
vestment programs. Moreover, it makes it possible to use models of *program-goal 
RPC" in work on "classical RPC." But such a breakdown does not remove contradic- 
tions in the organization of regional planning especially there where the sim lta- 
neous construction of a large number of interconnected facilities is added to the 
living tissue of the region's already functioning econony. 


Introduction into centralized planning of selectively chosen RPC will not change sig- 
nificantly the level of interrelation of sectorial and regional planning. In our 
opinion, for the fuller realization of the principle of combining these two aspects 
of planning, it would be more practicable to aim for improvement of planning in 
administrative-economic regions, which is in conformity with the objective processes 
of formation and functioning of all of the country's RPC. 


M. N. Mezhevich, in disclosing the concept of "territorial community," showed that it 
is a relation of people united by a community of economic, political and other con- 
ditions of life. "Local ties, uniting people into a community on the basis of dif- 
ferentiation of conditions of life with reference to the spatial organization of 

a social whole serve" as the specific expression of such social relations.’ From 
this it follows that one of the most important objects of territorial planning is 

to be found in the living conditions of people with account being taken of the spe- 
cific character and attained level of social-economic development of a rayon, city, 
settlement or village. A.A. Dolinin and S.A. Pereshivkina grouped conditions of 
development and functioning of a territorial community of people into seven ele- 
ments: (1) production conditions (possibility of choice of work, change of work 
and social mobility); (2) conditions of expanded reproduction of qualified cadres; 
(3) material conditions (real income, housing availability, quality of supply and 
so on); (4) provision of the benefits of culture: (5) health care; (6) conditions 
of upbringing of children of preschool age; (7) geographic conditions (transport- 
geographic position in relation to the large political and cultural centers of the 
country, possibilities of intraregional ties, natural conditions, especially 
climate). 


Planning takes into consideration the enumerated conditions at all levels and in 
special detail at the settlement level, which constitutes the primary territorial 
community of people. but it is possible to fully take into account quelitative 
differences in living conditions only in a specific system of population settlement. 
Such a system assumes a relatively finished form when it is represented by all 

types of settlements, beginning with a large or big city and ending with a rural 
residential locality. Only on the basis of such a system is it possible to correctly 





solve the problem of equalizing the population's living standard, Regione of set- 
tlement picked out on the basis of such a system become eufficient administrative- 
economic regions (oblasts, krays, ASSR) as the content of the spatial structure of 
the latter is determined by economic, social and political interco:  2ctions between 
the command center (a large city) and other settlements subordinate to it. In this 
way, a region of the oblast type coincides as a rule with the basic taxonomic unit 
of the territorial community of people. 


The introduction of the concept "territorial community of people" into the method- 
Ological basis of national-economic planning enriches the latter with a special 
social content. The decree of the CPSU Central Committee and the USSR Council of 
Ministers "On Improving Planning and Strengthening the Influence of the Economic 
Mechanism on Raising Efficiency of Production and Quality of Work" provides for elab- 
oration in the composition of state plans of consolidated sections for the whole 
complex of measures in the field of soctal de: elopment, including for improving con- 
ditions of labor, upgrading qualifications and vocational mastery of personnel and 
of the general educational and cultural level of the population and improving hous- 
ing and cultural and everyday living conditions, medical services coordinated with 
targets for the development of production, capital construction and improvement of 
their efficiency. This also applies to developmental planning of administrative- 
economic regions, cities and administrative regions. But on the level of adminis- 
trative and economic regions, it is possible to take more fully into account terri- 
toriai and more likely economic-geographic aspects of creation of the necessary con- 
ditions for the formation of a harmoniously developed person. Thus, in the develop- 
ment of plan decisions, it is most important to take into consideration the necessi- 
ty of regulating the living conditions of people depending on the specialization and 
the developmental stage of the region, its territorial-economic structure, state of 
social-economic interconnections among the residential localities. A special place 
in regional planning on the level of oblast (kray, ASSR) is occupied by the forma- 
tion of social and everyday infrastructure complexes and also of engineering- 
geographic systems of utilization of nature and conservation of the environment. 


Planning in administrative-economic regions corresponds to a greater degree than 
planning in regions of other types to the basic subdivisions of territorial govern- 
ment. Basically, there is coordination on the level of the oblast region of produc- 
tion, social, economic, sanitary-hygienic and other aspects of sectorial and terri- 
torial planning. 


In the combination of sectorial and territorial planning, the fact is of special im 
portance that the economic potential of production associations, large combines and 
enterprises basically corresponds to the oblast scale of coordination and control 
over their economic and financial activity, The whole series of types of production 
associations formed in recent years is in its nature territorial-sectorial. These 
directly participate in the intraregional organization of the economy and thus exert 
a big influence on the process of cegion formation. R.I. Shniper called production 
associations the basic link in the operation of a regional economy. 


Production associations represent a convenient form for the systematic unfolding of 
technological cycles in the line of comprehensive utilizations of raw materials and 
employment and processing of "wastes" and organization of concomitant (but mass) pro- 
duction of consumer goods, that is, it is possible within associations to solve many 
problems of complex territorial planning. These include questions of providing 











workers with housing and soctal-cultural service facilities. In a word, production 
association#in distinction Co numerous separately taken enterprises create more re- 
Liable conditions for an optimal combination of territorial and sectorial aspects 
ol planaing. 


Planning in administrative-economic regions is based on the organizational-economic 
mchaniem of regulation of sectorial and local interests and on the inetitutions cor- 
responding to it. In thie connection, the functions of planning commissions and 
committees, bank and finance organizations and organs of people's control are par- 
ticularly significant. In organs, kraye and ASSR there function organs of direct 
control of several sectors of industry, agriculture, in part transport and con- 
struction and almost all sectors of the nonproduction sphere. Correspondence of 

the territorial structures of CPSU organs to administrative-economic regionalization 
of the country is of tremendous importance. Trade-union, Komsomol and many other 
public organizations encompass various sides of the operation of administrative- 
economic regions. 


At the present stage, the administrative-economic region is the basic unit of im 
provement of comprehensive territorial planning. Such a role does not suit large 
economic regions if for no other reason than that they do not have administrative 
vegans. Subordinate administrative regions cannot assume the role of the basic unit 
of territorial plaming since their production as a rule constitutes only part of 

a regional product.on complex, while the population constitutes a part of a broader 
yet single territorial community of people. The unity of RPC and regional complexes 
of the infrastructure and system of settlement is juridically secured in the admin- 
istrative design of regions of the oblast type. An important condition of improve- 
ment of territorial planning is the correspondence of the net of administrative- 
economic regions to objectively existing territorie:, production and social comina- 
tions. Planning in its turn helps in the solution of problem situations in region- 
alization. For this reason it would be incorrect to assume that partial noncorre- 
spondences of productive forces and the boundaries of administrative-economic regions 
create insurmountable difficulties for the improvement of complex territorial 
planning. 


A key question for the planning organs of oblasts, krays and autonomous republics 
is--how to carry out the transition from the basic indicators of consolidated five- 
year and annual plane to the plan of complex economic and social development? The 
defects of the basic indicators are well known: they possess a particularly analyt- 
ical character, are a simple arithmetic sum of sectorial plans, do not have a di- 
rective character, do not contain balance data and cannot be considered as a control 
figure for associations and enterprises; the course of rayon fulfillment of the 
five-year plan is examined in terms of the sum of annual plans not connected with 
the initial “basic indicators." 


An important demand is made on plans of complex economic and social development of 
oblasts, krays and ASSR (for the five-year period with indication of indicators by 
years)--to incorporate in them the function of coordination of sectori:.1 plans to- 
gether with the directive function. At the same time, such a combination mst be ¢ 
accomplished differently for sectors of different departmental subordination. In 
regard to the economy within the jurisdiction of ASSR council of ministers, oblie- 
polkoms and krayispolkoms, the plan has to be of a directive character. Its direc- 
tivity in regard to associations, enterprises and organizations of union and union- 
republic subordination is mediated through coordination with plans of respective 
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minietries and agencies. la the process of regional planning, the manner and effect- 
iveness of such coordination ie of apecial importance. 


Specialists hexe made many valuable recommendations on improving planning at the 
oblast level, We direct attention to a new mthodological recommendation--to 
work out locally proposals for gyatte of plane of associations and enterprises of 
any departmental subordination, If adopted by central planning organizations, 
they are included in directively approved plana of sectors and accordingly in plane 
of complex economic and social development of administrative-economic regions, The 
latter ultimately must have annual and five-year plane with directive indicatore in 
accordance with which finance and material resources are allocated and training of 
cadres is organized, lt becomes possible to control the course of fulfillment of 
the developmental plan of an oblast (kray, ASSR) according to the rule of "accumula 
tive total” and not according to the sum of examined annual and quarterly plans. 


The economic-geographic approach to the working out of a list of proposals for 
drafts of sectorial and consolidated plane is for the purpose of isolating the chief 
element in the integration of the productive forces of a region while taking into ac- 
count its place in regional division of labor and stage of development. It would be 
a mistake to “dissipate” proposals in the form of numerous wishes to increase pro- 
duction output of concrete types of products. There should be proposed that which 
production of an oblast (kray, ASSR) is doing to the regional complex and is promot- 
ing a rise in the living standard of the people within the limite of material and 
financial resources possible for assimilation. 


Scientific validation of proposals for drafts of annual and five-year plans provides 
for strengthening of the connection between planning and preplanning research. Pre- 
planning research in ite turn must be systematized and aimed more at working out of 
concrete recommendations for raising the level of integration of the economies of 
regions. It would be desirable to achieve a direct coordination between scientific 
research, proposals for drafts of annual and five-year plans and planning indicators 
of economic development of oblaste, krays and ASSR. 


A special need is felt for translation of the results of economic-geographic research 
into the language of planning. This would not be easy to do as many such results are 
expressed in a rather complex form; on the other hand, plan forms still do not have 
indicators reflecting the elementary yet specific sides of the economic regional 
structure, 


Preparation of proposals presupposes detailed analysis of regional economies. This 
also increases the responsibility of science with respect to planning. First, it is 
necessary to develop a scientific methodological aid for the analysis of the economic 
activity of regions. Recommendations relating to methods and procedures of such 
analysis are scattered among numerous literature sources. Basic publications of 
foreign authors are methodologically of little use as similarities with educetional 
course on the analysis of the economic operation of socialist enterprises do not al- 
ways exist because of qualitative differences between t.e enterprise and the region. 
The specific character of the region as a special social-economic system is shown in 
economic-geographic publications. They should be used in developing a course on the 
economic operation of oblasts, krays and (SSR. This could be done only on the basis 
of a mutual rapprochement of"economic geography and national-economic planning. 
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